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CHAPTER  V— OFFICE  OF  THE  ASSISTANT  SEC- 
RHARY  FOR  COMMUNITY  PLANNING  AND 
DEVELOPMENT,  DEPARTMENT  OF  HOUSING 
AND  URBAN  DEVELOPMENT 

[Docket  No.  R-78-471] 

‘  PART  570— COMMUNITY  DEVELOPMENT 
BLOCK  GRANTS 

Subpart  C — Eligible  Aefivitias 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Final  rulemaking. 

SUMMARY:  HUD  is  issuing  final  rules 
on  Subpart  C  of  the  regulations  gov¬ 
erning  eligible  activities  for  the  com¬ 
munity  development  block  grant  pro- 
..  gram  under  Title  I  of  the  Housing  and 
t  Community  Development  Act  of  1974, 

'  as  amended.  Rules  governing  the  eligi- 
.  bility  of  activities  have  been  revised 

•  for  clarity  and  to  incorporate  new  ac- 
I  tivities  authorized  by  Title  I  of  the 
‘  Housing  and  Community  Development 
;  Act  of  1977. 

■  EFFECTIVE  DATE:  March  1, 1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

William  Hammer.  Program  Stan¬ 
dards  Division.  Office  of  Community 
J  Planning  and  Development.  Depart¬ 
ment  of  Housing  and  Urban  Devel- 

•  opment.  Washington.  D.C.  20410. 
202-755-6304. 

SUPPLEMENTARY  INFORMATION: 
On  October  25.  1977  (42  FR  56540) 
proposed  revisions  to  Subpart  C  were 
published  in  the  Federal  Register  for 
public  comment.  Interested  parties 
were  given  until  November  25.  1977.  to 
submit  written  comments.  All  com¬ 
ments  received  with  respect  to  the 
proposed  rules  governing  eligible  ac¬ 
tivities  in  Subpart  C  were  given  due 
consideration.  As  a  result  of  the  com¬ 
ments  received,  the  following  changes 
were  made: 

General  Policies 

Based  upon  several  suggestions  con¬ 
tained  in  comments  on  the  proposed 
regulations,  a  number  of  changes  were 
made  to  the  general  policies  governing 
eligible  activities. 

Paragraph  (a)  of  §570.200  was  re¬ 
vised  to  indicate  that  activities  must 
comply  with  the  general  purposes  of 
the  block  grant  program  and  program 
requirements  as  they  apply  specifical¬ 
ly  for  entitlement  applicants  in  Sub¬ 
part  D,  applicants  under  the  Secre¬ 
tary’s  Fund  in  Subpart  E.  Small  City 
applicants  in  Subpart  F,  or  Urban  De¬ 
velopment  Action  Grant  applicants  in 
Subpart  G.  The  principal  purpose  of 
this  paragraph  is  to  serve  as  a  remind¬ 
er  that  activities  may  be  fimded  only 
where  the  eligibility  requirements  of 


this  subpart  and  other  specific  re¬ 
quirements  for  each  type  of  applicant 
contained  in  Subparts  D,  E.  F,  or  G 
are  met.  The  paragraph  is  not  intend¬ 
ed  to  replace  or  modify  those  require¬ 
ments,  but  to  direct  attention  to  the 
fact  that  there  are  other  requirements 
that  must  also  be  met. 

Urban  Development  Action  Grant 

The  eligibility  of  activities  under  the 
Urban  Development  Action  Grant 
(UDAG)  program  has  been  changed  in 
paragraph  (b)  of  §570.200  in  accor¬ 
dance  with  several  comments.  First,  it 
has  been  made  clear  that  UDAG  fimds 
may  be  used  for  new  housing  construc¬ 
tion.  Secondly,  the  rules  governing  in¬ 
eligible  activities  set  forth  in  §  570.207 
do  apply  to  the  UDAG  program.  When 
HUD  exercises  the  special  authority 
set  forth  in  §  570.453  which  permits  a 
finding  that  activities  are  consistent 
with  the  statutory  objectives  for 
UDAG,  this  special  authority  is  not 
limited  by  §  570.20?  and  activities 
which  might  normally  be  deemed  in¬ 
eligible  for  block  grant  funding  may 
nonetheless  be  authorized  by  HUD. 

Model  Cities  Activities 

In  response  to  several  questions 
raised  by  the  comments,  paragraph  (c) 
of  §570.200  has  been  revised  to  indi¬ 
cate  that  once  the  special  authority 
for  previous  model  cities  activities  has 
expired,  old  model  cities  activities 
must  then  meet  the  regular  eligibility 
requirements  of  Subpart  C  in  order  to 
be  eligible  to  continue  to  receive  block 
grant  fimds. 

Activities  Outside  of  an  Applicant’s 
Boundaries 

Several  comments  requested  clarifi¬ 
cation  of  the  provisions  governing  the 
use  of  block  grant  funds  outside  of  an 
applicant’s  boundaries.  The  general 
rule  is  that  the  undertaking  of  an  ac¬ 
tivity  by  an  applicant  outside  of  its 
boundaries  is  permissible  so  long  as  it 
is  not  plainly  inappropriate  to  meeting 
the  applicant’s  identified  needs  or  in¬ 
consistent  with  State  or  local  law. 

Special  Assessments 

There  were  a  number  of  comments 
directed  at  the  issue  of  special  assess¬ 
ments  under  the  block  grant  program. 
Section  570.206(h)  of  the  proposed 
regulations  has  been  deleted  and  a 
new  paragraph  (f)  of  §570.200  has 
been  added  regarding  special  assess¬ 
ments. 

A  new  paragraph  (f)(1)  contains  a 
definition  of  “special  assessments’’ 
which  makes  clear  that  the  term  is  di¬ 
rected  toward  fees  charged  for  the 
capital  cost  of  installation  of  public 
improvements  and  is  not  related  to 
property  taxation  or  determination  of 
property  values  for  the  purposes  of 
taxation. 


Paragraph  (f)(2)  establishes  a  gener 
al  rule  that  no  special  assessments 
may  be  levied  which  would  recover 
any  costs  of  a  public  improvement  pro¬ 
vided  with  block  grant  funds.  Charg¬ 
ing  low-  and  moderate-income  persons 
for  improvements  provided  with  block 
grant  funds  is  contrary  to  the  basic 
purposes  of  the  program. 

The  paragraph  does  provide  that 
HUD  may  grant  applicants  exceptions 
to  the  general  rule  to  permit  special 
assessments  to  be  levied  against  prop¬ 
erties  as  a  means  of  leveraging  private 
investment  to  implement  strategies  for 
economic  development  or  neighbor¬ 
hood  revitalization  so  long  as  no  spe¬ 
cial  assessments  are  levied  against 
properties  owned  and  occupied  by  low- 
and  moderate-income  persons  and  any 
block  grant  funds  which  are  recovered 
are  treated  as  program  income. 

Paragraph  (f)(3)  indicates  that 
where  eligible  public  improvements 
are  provided  from  local  revenue 
sources  which  will  be  reimbursed 
through  special  assessments,  block 
grant  funds  may  be  used  to  pay  the 
special  assessments  in  behalf  of  low- 
and  moderate-income  property 
owners.  In  order  for  special  assess¬ 
ments  to  be  paid  with  block  grant 
funds,  the  public  improvements  must 
be  identified  in  the  Community  Devel¬ 
opment  Program,  and  have  been  initi¬ 
ated  on  or  after  the  effective  date  of 
these  regulations.  Applicants  which 
propose  to  pay  special  assessments 
with  block  grant  funds  must  carry  out 
the  appropriate  environmental  reviews 
and  clearances  for  the  public  improve¬ 
ment  under  24  CFR  Part  58. 

Consultant  Activities 

Paragraph  (g)  of  §570.200  regarding 
consultant  fees  received  a  great  deal  of 
comment.  The  limitation  on  consul¬ 
tant  fees  was  prescribed  by  statute  in 
section  409  of  Department  of  Housing 
and  Urban  Development  Independent 
Agencies  Appropriation  Act,  1978 
(Pub.  L.  95-119).  Therefore,  there  is  no 
alternative  to  the  GS-18  limitation  on 
compensation  of  consultants  which  is 
required  by  statute.  The  current  rate 
of  compensation  under  Federal  law  for 
a  GS-18  is  $47,500  per  year,  with  a 
daily  rate  calculated  to  be  $182.68. 

Any  contract  with  a  consultant  shall 
provide  that  each  person  acting  as  a 
consultant  or  employed  by  a  consult¬ 
ing  firm  shall  not  be  compensated  at 
more  than  a  reasonable  rate  which 
may  not  exceed  the  statutory  maxi¬ 
mum.  Further,  contracts  for  such  ser¬ 
vices  shall  specify  that  the  amounts  of 
compensation  and  payments  to  a  con¬ 
sultant  shall  be  subject  to  adjustment 
where  monitoring  reviews  or  audits  in¬ 
dicate  that  personal  services  were  com¬ 
pensated  at  greater  than  a  reasonable 
rate. 
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Transition  Policy  for  Fiscal  Year 
1978 

A  number  of  activities  contained  in 
Subpart  C  contain,  as  a  part  of  their 
requirements  for  eligibility,  a  relation¬ 
ship  to  the  strategy  statements.  Other 
activities  are  to  be  located  in  or  serve  a 
Neighborhood  Strategy  Area  (NSA), 
which  is  the  term  now  used  instead  of 
Comprehensive  Neighborhood  Revital¬ 
ization  Area  described  in  Subpart  D  of 
the  proposed  regulations. 

Since  many  applications  will  be  re¬ 
ceived  prior  to  the  effective  date  of 
that  subpart,  paragraph  (h)(1)  of 
§570.200  sets  forth  an  interim  policy 
to  enable  applicants  to  undertake 
these  activities  prior  to  the  submission 
of  the  three  year  strategy  statements. 

Applicants  desiring  to  carry  out 
these  activities  during  fiscal  year  1978 
shall  submit  a  brief  narrative  interim 
policy  description.  This  will  include 
for  each  proposed  activity  requiring  a 
relationship  to  a  strategy  statement,  a 
brief  description  of  the  activity,  the 
needs  and  conditions  that  the  activity 
is  designed  to  address,  and  how  the  ac¬ 
tivity  will  impact  on  those  needs  and 
conditions. 

Paragraph  (h)(2)  sets  forth  provi¬ 
sions  for  designation  of  interim  NSA’s. 
HUD  agreed  with  the  comments  that 
the  definition  of  Comprehensive 
Neighborhood  Revitalization  Area 
contained  in  the  proposed  rules  was 
too  stringently  defined  and  will  use 
the  term  “Neighborhood  Strategy 
Area  (NSA)”  in  lieu  of  Comprehensive 
Neighborhood  Revitalization  Area. 
NSA  is  more  broadly  defined  than  the 
previous  term.  For  example,  the  three 
to  five  year  limit  on  substantially 
meeting  the  needs  of  the  area  is  no 
longer  used.  As  it  is  now  defined,  the 
term  also  provides  greater  flexibility 
and  is  applicable  to  varied  local  condi¬ 
tions.  If  the  applicant  concentrates 
physical  development  activities  in  a 
given  area  in  a  manner  consistent  with 
the  statutory  requirements  for  public 
services  described  in  §  570.201(e),  the 
area  should  meet  the  revised  defini¬ 
tion  for  an  NSA.  Upon  the  issuance  of 
final  regulations  governing  Subpart  D, 
the  preamble  will  further  describe 
these  changes. 

The  paragraph  further  describes  the 
interim  NSA  designation  that  may  be 
used  during  fiscal  year  1978  prior  to 
the  adoption  of  final  rules  governing 
Subpart  D.  The  interim  NSA’s  are  des¬ 
ignated  by  the  applicant.  A  brief  nar¬ 
rative  description  of  the  applicant’s 
plans  for  activities  in  the  NSA  should 
be  included. 

Acquisition  of  Real  Property 

In  response  to  one  comment,  para¬ 
graph  (a)  of  §  570.201  has  been 
changed  to  make  clear  that  rights-of- 
way  and  easements  may  be  purchased 
with  block  grant  funds. 

Paragraph  (a)(5)  includes  a  second 
example  of  acquisition  for  other  public 


purposes  which  is  acquisition  of  land 
for  development  of  low-  and  moderate- 
income  housing. 

There  were  a  number  of  comments 
regarding  the  example  contained  in 
paragraph  (a)(5).  This  example  was  in¬ 
tended  as  only  one  among  many  legiti¬ 
mate  public  purposes  for  which  block 
grant  funds  may  be  used  and  HUD  has 
decided  to  retain  the  example.  Central 
cities  might  decide  to  acquire  existing 
housing  within  their  jurisdictions  or 
outside  at  their  own  discretion,  pursu¬ 
ant  to  State  and  local  law,  as  means  to 
implement  strategies  for  spatial  decon¬ 
centration.  This  example  was  cited  for 
illustrative  purposes  in  response  to 
questions  about  such  undertakings 
which  have  arisen  several  times  in  the 
past.  HUD  wished  to  clarify  that  funds 
may  be  used  in  this  manner.  Appli¬ 
cants  have  full  discretion  to  decide 
whether  to  employ  such  a  mechanism 
and  to  formulate  appropriate  means 
for  such  an  undertaking  with  adjoin¬ 
ing  jurisdictions. 

Neighborhood  Facilities 

Paragraph  (c)(4)  has  been  revised  as 
a  result  of  comments  to  delete  the  ref¬ 
erence  to  a  specific  51  percent  require¬ 
ment.  The  51  percent  rule  was  per¬ 
ceived  to  imply  that  some  form  of 
quantitative  measurement  would  be 
necessary.  This  was  not  intended  and 
the  requirement  has  been  deleted. 
Neighborhood  facilities  shall  be  pri¬ 
marily  designed  to  meet  the  needs  of 
neighborhood  residents.  This  does  not 
preclude  incidental  use  of  neighbor¬ 
hood  facilities  by  non-residents. 

Paragraph  (c)(4)(i)  has  been 
changed  to  indicate  that  a  neighbor¬ 
hood  facility  may  serve  an  area  locally 
designated  as  a  neighborhood. 

Paragraph  (c)(4)(ii)  has  been  revised 
to  include  small  cities  of  25,000  popu¬ 
lation  or  under  as  the  equivalent  of  a 
neighborhood.  The  increase  from 
10,000  to  25,000  population  has  corre¬ 
spondingly  been  revised  in 
§570.207(a)(2)(i). 

Solid  Waste  Disposal  Facilities 

There  were  a  number  of  comments 
regarding  solid  waste  disposal  facili¬ 
ties.  The  facilities  eligible  for  assis¬ 
tance  quite  simply  do  not  include  the 
use  of  block  grant  funds  for  the  initial 
collection  of  solid  waste.  Items  such  as 
garbage  collection  trucks  and  trash 
collection  receptacles  are  not  eligible. 
Similarly,  using  block  grant  funds  to 
provide  solid  waste  collection  services 
under  this  paragraph  is  not  eligible. 
Paragraph  (c)(5)(ii)  accordingly  re¬ 
flects  that  initial  collection  of  solid 
waste  is  not  eligible. 

Sites,  fixtures,  and  equipment  used 
after  the  final  collection  process  are 
eligible.  This  may  include  incinerators 
or  sanitary  land  fills  and  their  appur¬ 
tenances.  Similarly,  intermediate 
transfer  sites,  fixtures,  and  equipment 


are  also  eligible  for  block  grant  fund¬ 
ing. 

Solid  waste  disposal  facilities  must 
serve  areas  where  activities  included  in 
the  Community  Development  Pro¬ 
gram  are  being  carried  out,  such  as 
neighborhood  strategy  areas.  Para¬ 
graph  (c)(5)(i)  implements  this  re¬ 
quirement.  The  reference  to  being  lo¬ 
cated  in  such  an  area  should  not  be 
taken  as  encouragement  for  the  loca¬ 
tion  of  solid  waste  facilities  in  residen¬ 
tial  neighborhoods. 

Fire  Protection  and  Parking 
Facilities 

Paragraphs  (c)  (6)  and  (7)  of 

§  570.201  have  been  changed  pursuant 
to  comments  to  provide  that  such  fa¬ 
cilities  must  be  located  in  or  serve 
areas  where  activities  listed  in  the 
Community  Development  Program  are 
being  carried  out,  such  as  Neighbor¬ 
hood  Strategy  Areas. 

Street  Improvements  ‘ 

Several  comments  suggested  that 
curbs,  gutters,  and  sidewalks  be  men¬ 
tioned  specifically.  Paragraph  (c)(9)  of 
§  570.201  has  been  changed  according¬ 
ly. 

Recreation  Facilities 

Several  comments  questioned 
whether  any  spectator  facilities  could 
be  provided  as  an  incidental  part  of  re¬ 
creation  facilities  authorized  by  para¬ 
graph  (c)(2)  of  §570.201,  which  is  sub¬ 
stantially  identical  to  the  rule  in  effect 
for  the  past  three  years.  It  would  cer¬ 
tainly  be  permissible  to  provide  limit¬ 
ed  seating  space  for  spectators  at  rec¬ 
reational  facilities.  For  example,  some 
limited  seating  facilities  at  a  softball 
field  which  are  incidental  to  the  pri¬ 
mary  use  for  persons  to  participate 
would  be  permissible,  whereas  a  facili¬ 
ty  with  seating  accommodations  for 
several  hundred  or  more  persons  to 
watch  competitive  sports  such  as  high 
school  football  is  more  properly  con¬ 
sidered  an  ineligible  spectator  facility. 

Other  F*ublic  Facilities  and 
Improvements 


Paragraph  (c)(14)  of  §570.201  pro¬ 
vides  that  public  facilities  and  im¬ 
provements  other  than  those  listed  in 
§  570.201(c)  may  be  assisted  where 
they  are  necessary  and  appropriate  to 
implement  an  applicant’s  strategy  for 
neighborhood  revitalization  or  hous¬ 
ing.  General  municipal  buildings 
which  are  described  as  ineligible  in 
§  570.207(a)(1)  will  not  be  authorized. 
Applicants  must  submit  to  HUD  a  de¬ 
scription  of  the  proposed  facility  or 
improvement  and  its  relationship  to 
the  applicant’s  strategy.  In  authoriz¬ 
ing  activities  imder  this  provision 
HUD  w'll  consider  the  amount  of 
benefit  .o  low-  and  moderate-income 
persons  which  results,  the  degree  of 
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impact  on  the  identified  needs  of  the 
applicant,  and  the  availability  of  other 
Federal  funds  for  the  activity. 

Public  Services 

Quite  a  number  of  comments  were 
received  regarding  public  services.  The 
statutory  requirements  governing  ser¬ 
vices  are  very  specific  and  HUD  is 
limited  by  those  requirements.  Para¬ 
graph  (e)  of  §  570.201  has  been  revised 
pursuant  to  comments  as  follows: 

First,  the  introductory  paragraph  in¬ 
dicates  that  a  service  must  meet  five 
criteria  to  be  eligible  for  funding. 

Paragraph  (e)(1)  has  been  changed 
to  delete  the  word  “must”  which  con¬ 
veyed  the  impression  that  services  are 
required  to  be  provided.  Rather,  the 
provision  of  eligible  services  is  at  the 
option  of  the  applicant,  but  can  be 
provided  in  a  Neighborhood  Strategy 
Area  where  there  is  the  required  con¬ 
centration  of  block  grant  funded  com¬ 
munity  development  activities. 

The  p.-oposed  rule  stated  that  public 
services  must  be  provided  for  residents 
of  Comprehensive  Neighborhood  Revi¬ 
talization  or  similar  areas.  Analysis  of 
the  comments  showed  two  major  areas 
of  concern.  Many  comments  indicated 
that  public  services  should  be  permit¬ 
ted  anywhere  in  the  locality  so  long  as 
the  services  benefitted  low-  and  mod¬ 
erate-income  persons.  Others  felt  the 
definition  of  Comprehensive  Neigri- 
borhood  Revitalization  Areas  was  too 
restrictive  and  expressed  concern  that 
the  definition  would  limit  activities  to 
areas  which  were  very  small  or  in  rela¬ 
tively  good  condition,  thus  preventing 
applicants  from  undertaking  compre¬ 
hensive  programs  in  areas  of  greatest 
need  or  designating  areas  large 
enough  for  public  services  to  be  pro¬ 
vided  in  an  economical  and  effective 
manner. 

The  final  rule  permits  public  ser¬ 
vices  to  be  provided  only  in  Neighbor¬ 
hood  Strategy  Areas  which  is  the  term 
used  in  place  of  Comprehensive  Neigh¬ 
borhood  Revitalization  Area.  The  stat¬ 
ute  permits  public  services  only  in 
those  areas  where  block  grant  funded 
physical  development  activities  are 
being  carried  out  in  a  concentrated 
manner.  The  limitation  of  public  ser¬ 
vices  to  NSA’s  most  closely  conforms 
to  this  statutory  requirement  and  is 
intended  to  eliminate  the  confusion 
regarding  the  eligibility  of  public  ser¬ 
vices.  Notwithstanding  the  worthiness 
of  many  services  or  the  desire  ex¬ 
pressed  in  some  comments  for  greater 
flexibility  to  fund  services,  the  statute 
does  not  provide  for  block  grant  assis¬ 
tance  for  city  wide  public  services. 

Finally,  the  paragraph  has  been 
changed  to  indicate  that  during  each 
year  the  required  concentration  of  ac¬ 
tivities  is  present,  public  services  may 
be  provided,  and  services  may  aslo  be 
continued  for  up  to  three  years  after¬ 
ward.  Hence,  a  service  might  be  pro¬ 


vided  in  an  area  for  four  years  when 
the  required  concentration  of  block 
grant  assisted  physical  development 
activities  was  present  and  be  contin¬ 
ued  for  three  more  years  after  the 
physical  development  activities  were 
complete.  ' 

Paragraph  (e)(2)  has  been  revised  to 
delete  the  requirement  that  two-thirds 
of  the  persons  receiving  a  public  ser¬ 
vice  be  neighborhood  residents.  This 
requirement  was  confused  with  the 
proposals  in  Subpart  D  as  proposed  re¬ 
lating  to  program  benefit  and  could  re¬ 
quire  quantitative  measurement  not 
contemplated  by  the  statute.  Services 
must  be  designed  to  serve  area  resi¬ 
dents.  but  may  also  serve  other  resi¬ 
dents  on  an  incidental  basis. 

Some  of  the  comments  demonstrat¬ 
ed  confusion  regarding  the  relation¬ 
ships  to  State,  local  and  Federal  fund¬ 
ing  sources.  Paragraph  (e)(3)  has  been 
revised  to  refer  to  local  revenue 
sources.  A  service  must  be  a  quantifi¬ 
able  increase  over  the  level  of  service 
provided  in  the  previous  twelve 
months  from  the  revenue  sources  of 
the  applicant  or  from  State  funding 
sources.  The  statute  did  not  include 
Federal  sources  and  neither  does  this 
regulation.  Rather,  Federal  sources 
must  be  determined  not  to  be  available 
at  the  time  of  funding  pursuant  to 
paragraph  (e)(4).  An  otherwise  eligible 
service  provided  from  block  grant 
funds  may  also  be  continued  at  the 
same  level  in  subsequent  years  since 
Federal  funds  are  not  measured. 

In  paragraph  (e)(5),  an  example  has 
been  cited  of  an  activity  necessary  and 
appropriate  to  support  physical  devel¬ 
opment  activities.  Several  comments 
suggested  that  applicants  be  required 
to  submit  all  determinations  for 
review  by  HUD.  Such  a  process  was 
tried  in  prior  years  and  was  ineffec¬ 
tive.  The  process  of  a  local  determina¬ 
tion  of  appropriateness  to  be  made  by 
applicants  will  be  retained  with  provi¬ 
sion  for  HUD  oversight  in  those  more 
extreme  cases  where  the  required  link¬ 
ages  are  obscure. 

Finally,  the  only  physical  develop¬ 
ment  activities  which  are  able  to  satis¬ 
fy  the  requirements  of  paragraph  (e) 
are  those  funded  from  the  block  grant 
program.  This  requirement  is  statu¬ 
tory  and  cannot  be  modified  as  several 
comments  have  suggested. 

Interim  Assistance 

As  a  result  of  a  number  of  com¬ 
ments,  paragraph  (f)  of  §570.201  has 
been  revised.  Interim  assistance  may 
take  place  in  two  situations.  First,  in 
areas  designated  for  physical  develop¬ 
ment  activities  to  take  place  during 
the  three  year  period  of  the  Communi¬ 
ty  Development  Program,  certain  in¬ 
terim  activities  may  be  undertaken  as 
a  prelude  to  the  carrying  out  of  more 
comprehensive  treatment  and  to  hold 
the  area  from  further  deterioration. 


Paragraph  (f)(1)  describes  these  ac¬ 
tivities.  These  include  the  collection  of 
garbage,  trash,  and  debris  as  part  of 
neighborhood  clean  up  compaigns. 
However,  the  regular  collection  of  gar¬ 
bage  or  trash  in  an  area  at  curb  side 
would  be  considered  a  normal  munici¬ 
pal  service  and  is  not  eligible  for  assis¬ 
tance. 

Paragraph  (f)(2)  discusses  the 
second  type  of  interim  assistance  ac¬ 
tivity  which  is  directed  toward  the  al¬ 
leviation  of  imminent  threats  to  public 
health  and  safety.  The  chief  executive 
officer  of  an  applicant  may  determine 
that  an  imminent  threat  to  public 
health  and  safety  exists  in  an  area  and 
shall  inform  the  appropriate  HUD 
Area  Office  within  seven  days  of  the 
determination.  Imminent  threats  to 
the  public  health  and  safety  are  de¬ 
scribed  in  greater  detail  in  Subpart  F. 
Three  types  of  activities  may  be  un¬ 
dertaken  as  interim  assistance  in  areas 
where  an  imminent  threat  is  present. 
These  include  the  repair  of  private 
property,  the  repair  of  public  facilities 
and  improvements,  and  the  removal  of 
trash,  debris,  and  unsafe  structures. 

Removal  of  Architectural  Barriers 

Several  comments  requested  further 
clarification  of  the  term  “privately 
owned”  as  it  relates  in  paragraph  (k) 
of  §  570.201  to  the  removal  of  architec¬ 
tural  barriers.  The  term  is  quite  literal 
in  its  use  and  means  any  privately 
owned  building,  facility,  or  improve¬ 
ment.  This  includes  residential  struc¬ 
tures  and  non-residental  structures. 
For  example,  architectural  barriers  to 
privately  owned  apartment  buildings 
or  supermarkets  could  be  removed 
with  block  grant  funds  pursuant  to 
paragraph  (k). 

Applicants  undertaking  barrier  re¬ 
moval  activities  to  be  carried  out  with 
block  grant  funds  are  encouraged  to 
follow  the  standards  prescribed  by  the 
American  National  Standards  Insti¬ 
tute,  Incorporated  in  publication 
ANSI  A117.1-1961  (R1971). 

Assistance  to  Private  Utilities 

Paragraph  (1)  of  §570.201  authorizes 
the  use  of  block  grant  assistance  to 
privately  owned,  publicly  regulated 
utilities  for  activities  including  the 
placing  of  distribution  facilities  under¬ 
ground.  Such  activities  must  be  neces¬ 
sary  and  appropriate  to  implement  an 
applicant’s  strategy  for  neighborhood 
revitalization,  or  housing  in  order  for 
assistance  to  be  provided  for  this  type 
of  commercial  real  property  improve¬ 
ment. 

Rehabilitation  of  Residential 
Structures  by  Public  Bodies 

As  a  result  of  several  comments, 
paragraph  (a)  of  §570.202  has  been 
changed  to  clarify  the  term  “public 
residential  structures.”  Block  grant 
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funds  may  be  used  to  rehabilitate 
properties  owned  or  acquired  by  a 
public  body  which  are  either  to  remain 
in  public  ownership  or  to  be  sold.  This 
includes  single  and  multifamily  perma¬ 
nent  dwelling  units  and  residential  fa¬ 
cilities,  including  group  homes,  half¬ 
way  houses  and  emergency  shelters. 

Rehabilitation  by  Private  Entities 

A  number  of  comments  were  re¬ 
ceived  regarding  paragraph  (c)(1)  of 
§  570.202  which  have  resulted  in  a 
number  of  revisions. 

Private  entities,  including  both  those 
which  are  nonprofit  and  profit 
making,  may  use  block  grant  funds  to 
acquire  structures  for  rehabilitation  to 
be  used  as  housing.  This  includes  both 
permanent  single  and  multifamily 
dwelling  units  which  may  be  retained 
by  the  private  entity  or  resold,  and 
also  residential  facilities  such  as  group 
homes,  halfway  houses,  and  emergen¬ 
cy  shelters.  Upon  completion  of  the  re¬ 
habilitation  activities  the  housing 
units  must  meet  the  basic  health  and 
safety  standards  of  the  Section  8  Ex¬ 
isting  Housing  Program. 

Other  Rehabilitation  Assistance 

Block  grant  funds  may  be  used  in  a 
number  of  ways  to  assist  in  the  reha¬ 
bilitation  of  privately  owned  proper¬ 
ties.  Paragraph  (d)  of  §  570.202  indi¬ 
cates  that  block  grant  funds  may  be 
used  for  temporary  relocation  ex¬ 
penses  for  those  displaced  temporarily 
by  rehabilitation  activities  being  car¬ 
ried  out  with  block  grant  assistance. 

In  response  to  several  comments 
paragraph  (c)(2)  states  that  rehabilita¬ 
tion  financing  may  be  provided  either 
in  areas  where  activities  listed  in  the 
community  development  program  are 
being  carried  out  or  on  a  citywide  spot 
basis  for  low-  and  moderate-income 
persons. 

Paragraph  (c)(2)(iii)  makes  clear 
that  both  heating  and  cooling  equip¬ 
ment  may  be  converted,  modified,  or 
replaced  and  states  explicity  that  solur 
energy  equipment  may  be  used.  Al¬ 
though  applicants  may  carry  out  a 
program  of  rehabilitation  assistance 
designed  solely  to  weatherize  units 
and  increase  their  energy  efficiency, 
such  program  should  not  ignore  seri¬ 
ous  deficiencies  in  units  being  weath- 
erized  which  render  the  units  unsafe. 

Paragraph  (c)(2)(v)  has  been  added 
in  response  to  several  comments.  The 
paragraph  permits  the  use  of  block 
grant  funds  to  pay  initial  homeowner 
warranty  premiums  at  the  time  of 
loan  or  grant  settlement  to  protect  the 
quality  of  workmanship  of  the  reha¬ 
bilitated  unit. 

Several  comments  requested  that 
HUD  permit  activities  to  be  carried  on 
a  longer-term  basis  as  a  means  of  sup¬ 
porting  neighborhood  stabilization  ef¬ 
forts  once  physical  rehabilitation  of 
the  structures  is  completed,  including 
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activities  to  assist  low-  and  moderate- 
income  persons  to  maintain  rehabili¬ 
tated  units  in  order  to  continue  the 
stabilization  of  an  area  once  more 
comprehensive  treatment  is  complet¬ 
ed.  Such  activities  must  meet  the 
public  services  provisions  of 
§  570.201(e). 

Paragraph  (c)(3)  provides  that  block 
grant  funds  may  be  used  to  purchase 
materials  for  the  rehabilitation  of 
properties.  Applicants  should  make 
adequate  provision  to  ensure  that  ar¬ 
rangements  are  made  to  provide  the 
labor  necessary  to  utilize  the  materials 
in  rehabilitation  efforts.  In  some  in¬ 
stances  the  property  owner  or  tenant 
may  be  able  to  donate  the  labor,  or 
other  arrangements,  such  as  the  use  of 
CETA  grant  funds,  might  be  devel¬ 
oped  by  the  applicant. 

Code  Enforcement 

Several  comments  indicated  that 
code  enforcement  activities  should  be 
permitted  on  a  citywide  or  spot  basis. 
The  statutory  authority  for  this  activ¬ 
ity  does  not  provide  for  the  use  of 
block  grant  funds  in  such  a  manner. 
Rather  code  enforcement  must  be  un¬ 
dertaken  as  part  of  a  more  comprehen¬ 
sive  treatment  of  a  deteriorated  or  de¬ 
teriorating  area.  This  activity  should 
be  designed  to  supplement,  but  not  re¬ 
place  an  applicant’s  routine  enforce¬ 
ment  activities. 

Paragraph  (e)  of  §570.202  has  been 
modified  to  indicate  that  block  grant 
assisted  code  enforcement  activities 
may  only  take  place  in  areas  where  ac¬ 
tivities  listed  in  the  Community  Devel¬ 
opment  Program  are  being  carried  out, 
such  as  Neighborhood  Strategy  Area. 

Historic  Preservation 

Paragraph  (f)  of  §570.202  had  been 
changed  to  include  properties  listed  on 
local  registers  of  historic  places  among 
those  properties  defined  as  historic  by 
this  paragraph. 

A  number  of  comments  addressed 
the  progrrsun  benefit  criteria  set  forth 
in  §570.302  as  they  relate  to  historic 
preservation  activities.  These  require¬ 
ments  are  set  forth  in  other  subparts 
of  these  regulations  depending  upon 
the  nature  of  the  applicant.  For  exam¬ 
ple,  entitlement  applicants  should 
refer  to  the  appropriate  requirements 
of  Subpart  D  to  determine  whether 
historic  preservation  activities,  or  any 
other  activities,  comply  with  the  crite¬ 
ria  regarding  program  benefit. 

Economic  Development  Activities 

A  large  number  of  comments  were 
received  regarding  the  economic  devel¬ 
opment  activities  described  in 
§  570.203.  Several  comments  suggested 
that  activities  listed  in  other  sections 
of  the  subpart  also  be  listed  here.  Ac¬ 
tivities  listed  in  §§  570.201  and  570.202 
may  also  be  undertaken  for  the  pur- 
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pose  of  supporting  economic  develop¬ 
ment.  For  example.  §  570.201(d)  pro¬ 
vides  sufficient  authority  for  the  use 
of  block  grant  for  clearance  and  demo¬ 
lition  activities  for  economic  develop¬ 
ment  purposes.  It  would  be  redundant 
to  provide  for  clearance  and  demoli¬ 
tion  activities  in  §570.203  when  suffi¬ 
cient  authority  for  these  activities  is 
available  elsewhere. 

There  was  some  concern  expressed 
in  the  comments  regarding  the  appar¬ 
ent  open  ended  nature  of  activities  au¬ 
thorized  by  this  section  particularly 
the  authority  in  paragraph  (b)  for  oth¬ 
erwise  ineligible  public  facilities  and 
improvements.  The  paragraph  has 
been  revised  to  exclude  general  gov¬ 
ernment  facilities  listed  in 
§  570.207(a)(1)  from  gaining  eligibility 
under  this  paragraph.  Activities  un¬ 
dertaken  pursuant  to  §570.203  must 
be  necessary  and  appropriate  to  imple¬ 
ment  an  applicant’s  economic  develop¬ 
ment  strategy. 

In  order  for  an  otherwise  ineligible 
facility  or  improvement  to  be  funded 
under  paragraph  (b),  specific  prior  au¬ 
thorization  must  be  obtained  from 
HUD.  In  authorizing  activities,  HUD 
will  determine  the  necessity  or  appro¬ 
priateness  of  an  activity  by  taking  into 
account  several  factors,  such  as  the 
amount  of  long-term  employment  the 
facility  or  improvement  will  generate 
for  low-  and  moderate-income  persons, 
the  necessity  of  the  activity  for  stimu¬ 
lating  private  investment,  the  degree 
of  impact  on  the  economic  conditions 
of  the  applicant,  and  the  availability 
of  other  Federal  funds  for  the  activity. 

Applicants  must  also  request  deter¬ 
minations  for  paragraphs  (a)  and  (c). 
By  implementing  the  statutory  provi¬ 
sions  in  this  manner  for  activities 
which  are  not  normally  a  part  of  the 
block  grant  program,  HUD  will  ensure 
the  flexibility  for  applicants  and  that, 
where  such  special  activities  are  to 
take  place  under  §  570.203,  they  occur 
within  the  framework  of  the  basic  ob¬ 
jectives  of  the  block  grant  program. 

Several  comments  suggest  that  an 
authority  similar  to  that  provided  in 
§  570.204(c)  also  be  provided  directly 
for  applicants  in  §  570.203.  Special  au¬ 
thority  was  provided  in  the  statute  for 
neighborhood  based  nonprofit  organi¬ 
zations,  Small  Business  Investment 
Companies,  and  local  development  cor¬ 
porations.  The  statute  does  not  pro¬ 
vide  a  similar  authority  for  applicants, 
so  such  a  provision  cannot  be  included 
in  §  570.203. 

Activities  by  Private  Nonprofit  En¬ 
tities,  Neighborhood-Based  Non¬ 
profit  Organizations,  Small  Busi¬ 
ness  Investment  Companies,  and 

Local  Development  Corporations 

A  number  of  comments  were  re¬ 
ceived  requesting  clarification  of 
§570.204.  paragraphs  (a)(2)  (i)  and  (ii) 
of  Section  570.204  have  been  revised  to 
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distinguish  between  private  nonprofit 
entities  and  neighborhood  based  non¬ 
profit  organizations.  Certain  activities 
may  be  undertaken  by  only  neighbor¬ 
hood-based  nonprofit  organizations, 
and  not  other  private  nonprofit  enti¬ 
ties  under  paragraph  (c)  of  this  sec¬ 
tion.  A  nonprofit  organization  which  is 
neighborhood-based  is  defined  in  para¬ 
graph  (a)(2)(ii)  as  one  having  a  major¬ 
ity  of  its  membership,  clientele,  or  gov¬ 
erning  body  residing  in  the  neighbor¬ 
hood  where  the  activities  are  to  be  car¬ 
ried  out. 

Paragraph  (aK2Ki)  describes  the 
other  private  nonprofit  entities  which 
do  not  qualify  as  neighborhood  based. 
Although  these  entities  may  use  block 
grant  fimds  are  eligible  activities 
under  paragraph  (b),  they  are  ex¬ 
cluded  from  the  authority  to  under¬ 
take  certain  other  special  activities 
listed  in  paragraph  (c). 

Paragraph  (aK2Kiii)  has  been  re¬ 
vised  to  refer  to  Small  Business  Invest¬ 
ment  Companies  (SBICs)  organized 
pursuant  to  §  301(d)  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as 
amended,  which  include  profitmaking 
entities.  SBICs  which  are  organized  on 
a  profitmaking  basis  are  fully  eligible 
to  use  block  grant  assistance. 

Paragraph  (a)(2Kiv)  now  includes 
State  development  corporations  eligi¬ 
ble  under  §501  of  the  Small  Business 
Investment  Act  of  1958,  as  amended, 
among  the  entities  defined  as  local  de¬ 
velopment  corporations  for  the  pur¬ 
poses  of  the  block  grant  program. 
Paragraph  (c)(4)  has  been  changed  to 
exclude  assistance  for  general  munici¬ 
pal  buildings  ineligible  under 
§  570.207(a)(1)  and  political  activities 
ineligible  under  §  570.207(e)  from 
those  activities  which  may  be  carried 
out  under  the  special  authority  of  this 
paragraph. 

Paragraph  (b)  has  been  revised  to 
clarify  that  entities  eligible  to  carry 
out  activities  with  block  grant  assis¬ 
tance  under  §570.204  may  use  block 
grant  funds  to  acquire  title  to  facili¬ 
ties.  These  facilities  must  be  open  to 
the  general  public  during  those  hours 
of  normal  operation,  and  excessive 
fees  for  the  use  of  the  facility  which 
would  exclude  low-  and  moderate- 
income  persons  shall  not  be  charged. 

Planning  Activities 

As  a  result  of  several  comments, 
paragraph  (a)(4)  of  §  570.205  has  been 
changed  to  indicate  that  planning  ac¬ 
tivities  may  include  surveys  of  historic 
properties,  and  surveys  and  plans  for 
removal  of  architectural  barriers  to 
the  handicapped  and  elderly. 

Paragraph  (c)  has  been  modified  to 
permit  §  701  type  comprehensive  plan¬ 
ning  activities  to  be  carried  out  by  all 
applicants  and  not  be  restricted  to 
metropolitan  cities  and  urban  counties 
as  originally  proposed.  Further,  activi¬ 
ties  under  this  paragraph  must  be  de¬ 


termined  by  HUD  to  be  necessary  or 
appropriate  to  meeting  the  needs  and 
objectives  of  its  community  develop¬ 
ment  plan.  It  is  recognized  that  com¬ 
prehensive  planning  activities  carried 
out  with  block  grant  funds  may  relate 
to  elements  beyond  the  scope  of  activi¬ 
ties  eligible  for  assistance  under 
§§  570.201  and  570.202. 

Administrative  Costs 

A  number  of  comments  were  re¬ 
ceived  regarding  general  administra¬ 
tive  costs  which  are  now  set  forth  sep¬ 
arately  in  §  570.206.  Several  comments 
suggested  that  HUD  place  a  percent¬ 
age  limitation  upon  the  amount  of 
block  grant  funds  that  an  applicant 
may  spend  on  administration.  Because 
of  the  variety  of  grant  sizes,  types  of 
applicants,  and  activities  being  under¬ 
taken  which  vary  in  complexity,  HUD 
has  determined  that  there  is  no  single 
limitation  that  could  be  imposed 
which  would  be  equitable  in  all  situa¬ 
tions.  Rather,  the  term  “reasonable"  is 
the  key  term  in  the  statute  and  in  the 
paragraph.  HUD  will  continue  to  mon¬ 
itor  administrative  costs,  particularly 
where  applicants  incur  administrative 
costs  significantly  higher  than  those 
of  other  applicants  with  similar  grant 
sizes  and  activities. 

Other  Block  Grant  Administrative 
Costs 

As  a  result  of  comments,  several  re¬ 
visions  have  been  made  to  the  general 
program  activities,  which,  for  the 
block  grant  program,  are  considered  to 
be  administrative  costs. 

Paragraph  (f)  of  §570.206  permits 
the  use  of  block  grant  funds  to  pre¬ 
pare  applications  for  other  Federal 
programs  when  the  activities  to  be  car¬ 
ried  out  are  necessary  and  appropriate 
to  implement  the  applicant’s  commu¬ 
nity  development  strategy.  There  are 
special  rules  governing  the  reimburse¬ 
ment  of  cost  for  small  cities  set  forth 
in  Subpart  F.  Applicants  may  use 
block  grant  funds,  other  than  UDAG 
funds,  for  the  preparation  of  applica¬ 
tions  for  the  UDAG  program. 

Paragraph  (c)  has  been  revised  to 
refer  to  housing  counseling  and  other 
activities  undertaken  by  applicants  to 
affirmatively  further  fair  housing  and 
provide  a  greater  choice  of  housing  op¬ 
portunities  laws.  Other  forms  of  hous¬ 
ing  couseling  are  eligible  for  block 
grant  funding  where  the  requirements 
of  §  570.201(e)  are  met. 

Paragraph  (d)  has  been  revised  to  in¬ 
clude  both  performance  and  payment 
bonding  for  contractors  carrying  out 
block  grant  activities.  The  paragraph 
makes  clear  that  this  may  be  accom¬ 
plished  by  using  block  grant  funds  to 
pay  bonding  premiums  as  well  as  other 
arrangements  appropriate  to  this  ac¬ 
tivity. 

Paragraph  (h)  makes  clear  that  his¬ 
toric  preservation  clearances  that  are 


a  part  of  the  broader  environmental 
assessment  and  clearance  of  block  ac¬ 
tivities  are  eligible  for  assistance. 

Ineligible  Activities 

Paragraph  (a)  of  §570.207  has  been 
changed  to  clarify  several  points  re¬ 
sulting  from  requests  contained  in  the 
comments.  The  basic  rule  is  that  items 
set  forth  as  ineligible  in  this  section 
generally  may  not  receive  block  grant 
assistance.  There  are  several  specific 
exceptions.  If  a  facility  or  improve¬ 
ment  is  authorized  under  the  special 
authority  to  permit  other  public  facili¬ 
ties  and  improvements  necessary  for 
strategy  implementation  pursuant  to 
§§  570.201(c)(14)  or  570.203(b),  respec¬ 
tively,  this  authorization  is  deemed  to 
supersede  the  limitations  of  this  para¬ 
graph.  Further,  the  removal  of  archi¬ 
tectural  barriers  and  historic  preserva¬ 
tion  activities  authorized  by 
§§570.201(k)  and  570.202(g),  respec¬ 
tively,  may  be  carried  out  on  facilities 
and  improvements  listed  as  a  part  of 
§  570.207(a)  which  would  otherwise  be 
ineligible  for  block  grant  assistance. 

Paragraph  (a)(2)(v)  has  been  revised 
to  clarify  the  nature  of  devices  which 
are  included  as  ineligible  sewage  treat¬ 
ment  facilities.  These  include  the 
actual  treatment  works,  intercepting 
sewers,  outfall  sewers,  pumping  sta¬ 
tions  and  other  equipment.  Block 
grant  funds  may  be  used  to  construct 
sewage  collection  lines,  but  not  facili¬ 
ties  for  sewage  treatment.  Interceptor 
sewers  are  considered  a  part  of  the 
sewage  treatment  system  and  are  ex¬ 
cluded  from  eligibility. 

■  Purchase  or  Equipment 

Paragraph  (b)  of  §  570.207  sets  forth 
the  policies  relating  to  the  ineligibility 
of  purchasing  equipment  with  block 
grant  funds.  The  general  rule  is  that 
block  grant  funds  cannot  be  used  to 
purchase  equipment  and  items  of  per¬ 
sonalty.  There  are  several  exceptions. 
Block  grant  funds  may  be  used  to  pur¬ 
chase  construction  equipment  which  is 
as  part  of  a  solid  waste  disposal  system 
described  in  §  570.201(cK5).  Funds  may 
also  be  used  by  applicants  and  sub¬ 
grantees  to  purchase  furnishings  and 
personal  property  used  to  administer  a 
block  grant  program  or  a  part  of  a 
public  service  pursuant  to  §  570.201(e). 
Paragraph  (b)(2)  also  authorizes  the 
use  of  block  grant  funds  to  purchase 
certain  motor  vehicles  used  in  pro¬ 
gram  administration  or  as  a  part  of  a 
public  service. 

Maintenance  and  Repair 

Maintenance  and  repair  activities  re¬ 
lated  to  the  general  upkeep  of  public 
facilities  and  improvements  are  the  re- 
sponsiblility  of  units  of  general  local 
government.  Block  grant  funds  may 
not  be  used  for  general  maintenance 
and  repairs,  except  for  the  special  pro- 
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visions  for  interim  assistance  under 
§  570.201(f). 

Paragraph  (c)  of  §570.207  has  been 
revised  to  provide  several  examples  of 
the  types  of  maintenance  and  repair 
items  that  are  excluded.  In  some  cases, 
a  fine  line  must  be  drawn  between 
maintenance  and  repair,  and  rehabili¬ 
tation  of  facilities  and  improvements 
which  are  eligible  for  assistance.  Ac¬ 
cordingly,  several  examples  are  cited; 
filling  potholes  in  a  street,  which  is 
repair,  is  ineligible,  whereas  resurfac¬ 
ing  a  street  is  considered  for  the  pur¬ 
poses  of  the  block  grant  program  to  be 
eligible  as  reconstruction  or  rehabilita¬ 
tion.  Similarly,  mowing  grass  in  re¬ 
creation  areas  is  maintenance  and  is 
ineligible,  but  using  block  grant  funds 
td  add  new  equipment  in  a  recreation 
area  would  be  a  permitted  activity. 

Industrial  Parks 

Paragraph  (i)  of  §  570.207  of  the  pro¬ 
posed  regulations  has  been  deleted  as 
a  result  of  comments.  Although  HUD 
is  deleting  this  paragraph  because  the 
test  of  firm  commitments  seems  overly 
burdensome,  applicants  nonetheless 
should  exercise  judgement  in  using 
block  grant  funds  for  activities  to  de¬ 
velop  an  industrial  park  where  firm 
commitments  are  not  available.  While 
HUD  does  not  wish  to  deter  those  un¬ 
dertakings  with  the  potential  for  suc¬ 
cess,  HUD  will  use  the  monitoring  pro¬ 
cess  to  watch  for  situations  where  ac¬ 
tivities  are  undertaken  without  com¬ 
mitments  from  potential  users  and  are 
not  attracted  within  a  reasonable 
period  of  time. 

Comments  Not  Acted  Upon 

The  description  of  the  changes  to 
Subpart  C  discussed  a  number  of  com¬ 
ments  which  HUD  was  unable  to  act 
upon.  In  many  cases,  comments  pro¬ 
posed  the  inclusion  or  modification  of 
activities  not  authorized  by  the  statute 
or  the  exclusion  of  activities  which 
were  specifically  authorized.  Other 
comments  proposed  alternative  direc¬ 
tions  on  matters  of  Departmental 
policy  which  after  due  consideration, 
were  not  accepted. 

The  following  are  some  of  the  com¬ 
ments  already  discussed  which  HUD 
did  not  agree  to  act  upon  for  the  rea¬ 
sons  set  forth  above; 

1.  Permiting  the  use  of  block  grant 
funds  to  construct  new  housing  for  the 
handicapped; 

2.  Requiring  the  concurrence  of  at 
least  60  percent  of  the  residents  of  an 
area  before  initiating  the  acquisition 
of  land; 

3.  Deleting  or  imposing  additional 
requirements  on  the  use  of  block 
grants  for  purchase  of  existing  hous¬ 
ing  outside  of  an  applicant’s  bound¬ 
aries; 

4.  Requiring  mandatory  set  asides  of 
a  (^rtain  percentage  of  block  grant 
funds  for  a  variety  of  individual  activi¬ 
ties,  such  as  public  services; 


5.  Excluding  the  construction  of 
swimming  pools  as  recreational  facili¬ 
ties; 

6.  Excluding  the  construction  of  bike 
paths,  pedestrian  malls,  and  other 
public  works  authorized  by  the  stat¬ 
ute;  and 

7.  Permitting  the  use  of  block  grant 
to  administer  activities  other  than  sec¬ 
tion  312  rehabilitation  loans  and  sec¬ 
tion  810  Urban  Homesteading,  which 
are  not  funded  by  the  block  grant  pro¬ 
gram; 

A  number  of  comments  addressed 
departmental  relocation  policies. 
These  comments  were  generally  rel¬ 
evant  to  other  subparts  of  the  regula¬ 
tions  and  do  not  relate  to  the  provi¬ 
sions  of  this  subpart  on  the  basic  eligi¬ 
bility  of  payments  and  assistance. 

Several  comments  suggested  that 
school  districts,  local  housing  authori¬ 
ties.  and  other  public  bodies  be  added 
to  the  list  of  entities  under  §570.204. 
This  could  not  be  accommodated  be¬ 
cause  the  statutory  authority  is  limit-, 
ed  to  private  entities. 

Several  comments  were  concerned 
about  the  coordination  of  block  grant 
funded  economic  development  activi¬ 
ties  with  the  programs  of  other  Feder¬ 
al  agencies.  HUD  certainly  encourages 
applicants  to  coordinate  their  activi¬ 
ties  in  such  a  manner  as  to  best  utilize 
all  available  resources,  but  does  not 
feel  that  the  imposition  of  certain  spe¬ 
cific  requirements  of  other  programs 
would  be  of  benefit  to  either  the  block 
grant  program,  or  other  programs. 

OTHER  INFORMATION:  A  Finding 
of  Inapplicability  with  regard  to  Envi¬ 
ronmental  Impact  has  been  prepared 
in  accordance  with  HUD  Handbook 
1390.1,  and  a  Finding  of  Inapplicabil¬ 
ity  with  regard  to  economic  and  infla¬ 
tionary  impact  has  been  prepared  in 
accordance  with  Executive  Order 
11821  for  Subpart  C.  Copies  of  the 
Findings  are  available  for  inspection 
and  copying  during  business  hours  in 
the  Office  of  the  Rules  Docket  Clerk, 
Room  5216,  Department  of  Housing 
and  Urban  Development,  451  Seventh 
Street  SW.,  Washington,  D.C.  20410. 

Accordingly,  24  CFR  Part  570  is 
amended  by  revising  the  Table  of  Con¬ 
tents  for  Subpart  C  and  by  revising 
Subpart  C  as  set  forth  below. 

I.  The  Table  of  Contents  to  24  CFR 
Part  570,  Subpart  C,  is  revised  to  read 
as  follows: 

Subpart  C — Eligibl*  AcNvitiat 

Sec. 

570.200  General  policies. 

570.201  Basic  eligible  activities. 

570.202  Eligible  rehabilitation  and  preser¬ 
vation  activities. 

570.203  Eligible  economic  development  ac¬ 
tivities. 

570.204  Eligible  activities  by  private  non¬ 
profit  entities,  neighborhood-based  non¬ 
profit  organizations,  local  development 
corporations,  and  Small  Business  Invest¬ 
ment  Companies. 


570.205  Eligible  planning  and  urban  design 
costs. 

570.206  Eligible  administrative  costs. 

570.207  Ineligible  activities. 

Authoritv:  Title  I,  Housing  and  Commu¬ 
nity  Development  Act  of  1974  (42  U.S.C. 
5301,  et  seq.);  Title  I,  Housing  and  Commu¬ 
nity  Development  Act  of  1977  (Pub.  L.  95- 
128);  and  sec.  7(d).  Department  of  Housing 
and  Urban  Development  Act  (42  U.S.C. 
3535(d)). 

II.  Subpart  C,  Eligible  Activities  is 
revised  to  read  as  follows; 

Subpart  C — Eligibl*  Activities 

§  570.200  General  policies. 

(a)  Determinations  of  eligibility. 
This  subpart  sets  forth  the  variety  of 
eligible  activities  that  may  be  under¬ 
taken  with  assistance  under  this  Part 
(block  grant  funds)  to  meet  c6mmuni- 
ty  development  and  housing  needs  and 
priorities  principally  for  low-  and  mod¬ 
erate-income  persons  or  for  the  pre¬ 
vention  or  elimination  of  slums  and 
blight.  The  listing  of  certain  eligible 
types  of  activities  in  this  subpart  does 
not  by  itself,  however,  render  specific 
activities,  proposed  to  be  conducted  by 
individual  applicants,  eligible  for  block 
grant  assistance.  There  are  other  re¬ 
quirements  that  must  also  be  met  to 
qualify  a  specific  activity  for  assis¬ 
tance.  An  activity  may  be  assisted  only 
in  those  instances  where  it  complies 
with  the  eligibility  criteria  of  this  sub¬ 
part,  with  all  other  applicable  require¬ 
ments  of  this  Part  as  they  may  apply 
to  applicants  under  Subparts  D,  E,  F, 
or  G.  such  as  those  relating  to  equal 
opportunity,  and  the  basic  statutory 
objectives  of  the  block  grant  program. 
In  particular,  activities  conducted  by 
entitlement  recipients  under  Subpart 
D  must  comply  with  the  requirements 
set  forth  in  §  570.302  regarding  benefit 
to  low-  and  moderate-income  persons 
or  elimination  of  slums  and  blight,  and 
small  city  discretionary  recipients 
must  comply  with  similar  require¬ 
ments  set  forth  in  Subpart  F.  Further, 
there  must  be  compliance  with  all  ap¬ 
plicable  environmental  review  and 
clearance  procedures  set  forth  in  24 
CFR  Part  58. 

(b)  Urban  Development  action 
grants.  Grant  assistance  may  be  pro¬ 
vided  with  Urban  Development  Action 
Grants  pursuant  to  Subpart  G  for: 

(1)  Activities  eligible  for  assistance 
pursuant  to  this  Subpart;  and 

(2)  Such  other  activities,  including 
new  housing  construction,  as  the  Sec¬ 
retary  may  determine  to  be  consistent 
with  the  statutory  objectives  of  the 
Urban  Development  Action  Grant 
(UDAG)  program  as  provided  for  in 
§570.453.  The  provisions  of  §570.207 
regarding  ineligible  activities  apply  to 
the  UDAG  program,  except  where  an 
activity  is  determined  to  be  consistent 
with  the  statutory  objectives  of  the 
UDAG  program  pursuant  to  §  570.453, 
the  limitations  set  forth  in  §570.207 
do  not  apply. 
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In  making  determinations  of  eligibility 
with  regard  to  Urban  Development 
Action  Grants,  for  the  purposes  of 
§§570.201-207,  the  term  "Community 
Development  Program”  as  used  in  this 
subpart  shall  also  mean  the  "Urban 
Development  Action  Program.” 

(c)  Model  cities  activities.  Notwith¬ 
standing  anything  to  the  contrary  in 
this  subpart,  any  ongoing  model  cities 
activity  being  carried  out  in  a  model 
cities  program  shall  be  eligible  for 
funding  under  this  Part  from  that  por¬ 
tion  of  the  hold-harmless  amount  at¬ 
tributable  to  such  model  cities  pro¬ 
gram  until  the  applicant  has  received 
five  years  of  funding  for  such  activi¬ 
ties  as  calculated  pursuant  to 
§570.103(c)(2)(iii).  For  the  purpose  of 
this  paragraph,  the  term  "ongoing  ac¬ 
tivity”  means  any  model  cities  activity 
underway  as  of  January  1,  1975,  that 
was  approved  and  funded  by  HUD  on 
or  before  June  30,  1974.  Upon  expira¬ 
tion  of  the  eligibility  of  activities 
under  this  paragraph,  applicants 
should  refer  to  the  other  requirements 
of  this  subpart  which  must  be  satisfied 
in  order  for  block  grant  assistance  to 
continue  to  be  provided  for  model 
cities  activities. 

(d)  Special  policies  governing  facili¬ 
ties.  The  following  special  policies 
apply  to:  (1)  Facilities  containing  both 
eligible  and  ineligible  ttses.  Where  a 
facility,  otherwise  eligible  for  assis¬ 
tance  under  the  block  grant  program 
is  to  be  provided  as  a  part  of  a  multi¬ 
ple-use  building  and/or  facility  that 
also  contains  otherwise  ineligible  uses, 
the  portion  of  the  costs  attributed  to 
the  eligible  facility  may  be  assisted 
with  block  grant  funds  where; 

(1)  The  facility,  which  is  otherwise 
eligible  and  proposed  for  assistance, 
will  occupy  a  designated  and  discrete 
area  within  the  larger  facility;  and 

(ii)  The  applicant  can  determine  the 
costs  attributable  to  the  facility  pro¬ 
posed  for  assistance  as  separate  and 
distinct  from  the  overall  costs  of  the 
multiple-use  building  and/or  facility. 

For  example,  a  senior  center,  which  is 
to  occupy  space  within  a  building  that 
is  otherwise  used  for  the  conduct  of 
general  governmental  business,  may 
be  assisted  when  it  exclusively  occu¬ 
pies  a  separate  and  designated  area 
within  the  building  (i.e,  the  senior 
center  does  not  "float”  to  different  lo¬ 
cations  within  the  building  that 
happen  to  be  available  on  a  less  than 
permanent  basis)  and  the  applicant 
can  determine  the  cost  associated  with 
providing  the  senior  center  as  distinct 
from  those  costs  associated  with  all  re¬ 
maining  ineligible  portions  of  the 
building. 

(2)  Facilities  located  on  school  prop¬ 
erty.  Any  facility  eligible  for  assistance 
pursuant  to  §570.201(r),  which  is  de¬ 
signed  primarily  for  a  public  purpose 
other  than  education  is  not  considered 
to  be  a  school  or  educational  facility 


where,  although  it  is  to  be  located  on  a 
site  controlled  by  a  school  district, 
school  board  or  similar  body  responsi¬ 
ble  for  public  education,  the  facility 
will  only  be  used  by  any  adjacent 
school  or  educational  facility  on  an  in¬ 
cidental  basis.  In  order  to  determine 
whether  the  facility  is  to  be  used  on 
an  incidental  basis,  the  applicant  shall 
at  a  minimum  demonstrate  that: 

(i)  After  school  hours  and  on  week¬ 
ends.  the  facility  shall  be  available  for 
use  by  the  general  public  to  the  same 
extent  as  similar  facilities  operating 
within  the  applicant’s  jurisdiction;  and 

(ii)  During  school  hours,  the  facility 
is  not  used  for  school  purposes  for 
more  than  four  hours  each  day. 

(e)  Activities  outside  an  applicant’s 
boundaries.  Applicants  may  conduct 
activities  which  are  otherwise  eligible 
for  block  grant  assistance  outside  of 
their  boundaries  which  are  not  incon¬ 
sistent  with  State  or  local  law  and 
which  are  not  plainly  inappropriate  to 
meet  identified  needs  of  the  applicant. 
This  may  include  an  urban  county  car¬ 
rying  out  otherwise  eligible  activities 
within  a  metropolitan  city  with  block 
grant  assistance  where  the  activities 
are  not  plainly  inappropriate  to  meet¬ 
ing  identified  needs  of  the  urban 
county. 

(f)  Special  assessments  under  the 
block  grant  program.  The  following 
policies  relate  to  the  use  of  special  as¬ 
sessment  under  the  block  grant  pro¬ 
gram; 

(1)  Definition  of  special  assessment 
The  term  "special  assessment”  means 
a  fee  or  charge  levied  or  filed  as  a  lien 
against  a  parcel  of  real  estate  as  a 
direct  result  of  benefit  derived  from 
the  installation  of  a  public  improve¬ 
ment.  such  as  streets,  curbs,  and  gut¬ 
ters.  The  amount  of  the  fee  represents 
the  pro  rata  share  of  the  capital  costs 
of  the  public  improvement  levied 
against  the  benefitting  properties. 
This  term  does  not  relate  to  taxes,  or 
the  establishment  of  the  value  of  real 
estate  for  the  purpose  of  levying  real 
estate,  property,  or  ad  valorem  taxes. 

(2)  Special  assessments  to  recover 
block  grant  funds.  The  general  rule  is 
that  special  assessments  shall  not  be 
used  to  recover  any  of  the  capital  costs 
of  a  public  improvement  provided  with 
block  grant  funds.  Where  both  block 
grant  and  local  funds  are  used  to  pro¬ 
vide  public  improvements,  any  special 
assessment  shall  be  prorated  in  pro¬ 
portion  to  the  investment  of  each.  Ap¬ 
plicants  may  request  an  exception  to 
this  rule  where  the  use  of  special  as¬ 
sessments  as  a  means  to  leverage  pri¬ 
vate  investment  is  necessary  and  ap¬ 
propriate  to  implement  the  applicant’s 
strategy  for  economic  development  or 
neighborhood  revitalization.  Excep¬ 
tions  will  not  be  granted  by  HUD  for 
any  special  assessment  which  will  re¬ 
cover  costs  of  public  improvements 
provided  with  block  grant  funds  from 


properties  owned  and  occupied  by  low- 
and  moderate-income  persons.  Block 
grant  funds  recovered  through  special 
assessments  authorized  by  HUD  will 
be  considered  program  income  pursu¬ 
ant  to  §  570.506. 

(3)  Special  assessments  paid  loith 
block  grant  funds.  Block  grant  funds 
may  be  used  to  pay  special  assess¬ 
ments  levied  against  properties  owned 
and  occupied  by  low-  and  moderate- 
income  persons  for  the  capital  costs  of 
eligible  public  facilities  and  improve¬ 
ments  financed  from  local  revenue 
soxu-ces,  other  than  block  grant  funds, 
which  (i)  are  described  in  the  Commu¬ 
nity  Development  Program;  (ii)  are 
initiated  after  the  effective  date  of 
this  provision;  and  (iii)  represent  the 
pro  rata  share  of  the  capital  cost  of 
the  eligible  facility  or  improvement  to 
the  benefitting  property. 

(g)  Consultant  Activities.  Applicants 
may  employ  consultants  to  provide 
professional  assistance  in  program 
planning,  application  preparation,  and 
other  general  professional  guidance 
relating  to  program  execution.  The 
use  .of  consultants  is  governed  by  the 
following; 

(1)  Program  requirements,  including 
the  requirements  of  this  Part,  Federal 
Management  Circular  74-4,  OMB  Cir¬ 
cular  A-102,  and  applicable  Federal, 
State,  and  local  laws; 

(2)  Written  agreements  shall  be  ex¬ 
ecuted  between  the  parties  which 
detail  the  responsibilities,  standards; 
and  fees; 

(3)  Compensation  for  consultants. 
No  person  employed  as  a  consultant, 
or  by  a  firm  providing  consultant  ser¬ 
vices,  shall  receive  more  than  a  reason¬ 
able  rate  of  compensation  for  personal 
services  paid  with  block  grant  funds 
which,  on  a  daily  basis,  shall  not 
exceed  the  maximum  daily  rate  of 
compensation  for  a  GS-18  as  estab¬ 
lished  by  Federal  law;  and 

(4)  Adjustments  of  rates  of  compen¬ 
sation  and  payments  under  consultant 
contracts  may  be  made  where  audit 
and  monitoring  reviews  indicate  that 
the  rates  of  compensation  were  not 
reasonable,  or  exceeded  the  maximum 
daily  rate  for  a  GS-18. 

(h)  Transition  policy  for  fiscal  year 
1978.  A  number  of  activities  set  forth 
in  Subpart  C  contain,  as  a  part  of  the 
criteria  for  eligibility  for  block  grant 
assistance,  requirements  that  activities 
be  necessary  and  appropriate  to  the 
implementation  of  certain  strategies 
for  community  development  and  hous¬ 
ing  described  in  Subpart  D,  or  that  ac¬ 
tivities  take  place  within  Neighbor¬ 
hood  Strategy  Areas  (NSA). 

(1)  Interim  strategy  statement  For 
those  applications  submitted  during 
fiscal  year  1978  prior  to  the  effective 
date  for  the  submission  of  strategies, 
applicants  may  submit  a  brief  narra¬ 
tive  interim  strategy  statement  for  ac¬ 
tivities  subject  to  this  requirement. 
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The  interim  strategy  statement  shall 
Incliide: 

(1)  a  brief  description  of  the  activity; 

(ii)  a  brief  description  of  the  needs 

and  conditions  the  activity  is  designed 
to  address;  and 

(ii!)  a  brief  description  of  how  the 
activity  will  impact  upon  the  needs 
and  conditions  which  it  is  designed  to 
address. 

(2)  Interim  NS  A  designation.  For 
those  applications  submitted  during 
fiscal  year  1978,  applicants  may  desig¬ 
nate  interim  NSA’s  for  activities  sub¬ 
ject  to  this  requirement.  An  interim 
NSA  is  selected  by  the  applicant  and 
designated  in  the  Community  Devel¬ 
opment  Program.  In  determining  the 
size  of  the  NSA.  the  applicant  shall 
take  into  account  the  severity  of  its 
problems  and  the  amount  of  resources 
to  be  provided  to  address  those  prob¬ 
lems.  For  each  area  designated  as  an 
NSA,  the  applicant  shall  include  a 
brief  narrative  description  of  its  plan 
for  stabilizing  and  upgrading  the  area 
which: 

(i)  provides  for  a  combination  of 
physical  improvements,  necessary 
public  facilities  and  services,  private 
investment  and  citizen  self-help  activi¬ 
ties  appropriate  to  the  needs  of  the 
area;  and 

(ii)  coordinates  public  and  private  in¬ 
vestment  efforts. 

§  570.201  Basic  eligible  activities. 

Grant  assistance  may  be  used  for 
the  following  activities: 

(a)  Acquisition.  Acquistion  in  whole 
or  in  part  by  a  public  agency,  by  pur¬ 
chase,  lease,  donation  or  otherwise,  of 
real  property  (including  air  rights, 
water  rights,  rights-of-way,  easements, 
and  other  interests  therein)  which  is: 

(1)  Blighted,  deteriorated,  deterio¬ 
rating,  undeveloped  or  inappropriately 
developed  from  the  standpoint  of 
sound  community  development  and 
growth,  as  determined  by  the  recipient 
pursuant  to  State  and  local  laws: 

(2)  Appropriate  for  rehabilitation  or 
conservation  activities: 

(3)  Appropriate  for  the  preservation 
or  restoration  of  historic  sites,  the 
beautification  of  urban  iand,  the  con¬ 
servation  of  open  spaces,  natural  re¬ 
sources  and  scenic  areas,  the  provision 
of  recreational  opportunities  or  the 
guidance  of  urban  development; 

(4)  To  be  used  for  the  provision  of 
public  works,  facilities  and  improve¬ 
ments  eligible  for  assistance  under 
this  subpart;  or 

(5)  To  be  used  for  other  public  pur¬ 
poses.  including  the  conversion  of  land 
to  other  uses  where  necessary  or  ap¬ 
propriate  to  the  community  develop¬ 
ment  program.  Examples  include  an 
applicant  purchasing  land  to  be  used 
for  the  development  of  housing  for 
low-  and  moderate-income  persons, 
and  an  applicant  which  is  a  central 
•ity  of  a  metropolitan  area  using  block 


grant  funds  to  purchase  houses  in  a 
non-impacted  suburban  jurisdiction  in 
order  to  provide  a  wider  choice  of 
housing  opportunities  for  central  city 
lower-income  residents. 

(b)  Disposition.  Disposition,  through 
sale,  lease,  donation,  or  otherwise,  of 
any  real  property  acquired  with  block 
grant  funds  or  its  retention  for  public 
purposes,  provided  that  the  proceeds 
from  any  such  disposition  shall  be  pro¬ 
gram  income  subject  to  the  require¬ 
ments  set  forth  in  §570.506.  Further 
information  regarding  disposition  is 
set  forth  in  §  570.613. 

(c)  Public  facilities  and  Improve¬ 
ments.  Acquisition,  construction,  re¬ 
construction.  rehabilitation,  or  instal¬ 
lation  of  certain  publicly  owned  facili¬ 
ties  and  improvements.  This  may  in¬ 
clude  the  execution  of  architectural 
design  features,  and  similar  treat¬ 
ments  intended  to  enhance  the  esthet¬ 
ic  quality  of  facilities  and  improve¬ 
ments  receiving  block  grant  assistance, 
such  as  decorative  pavements,  railings, 
sculpture,  pools  of  water  and  foun¬ 
tains,  and  other  works  of  art.  Public 
facilities  and  improvements  eligible 
for  assistance  under  this  paragraph  in¬ 
clude: 

(1)  Senior  centers,  but  excluding  any 
facility  whose  primary  function  is  to 
provide  residential  accommodations  or 
care  on  a  24-hour  day  basis  (such  as  a 
group  home). 

(2)  Parks,  playgrounds  and  other  rec¬ 
reational  facilities  which  are  designed 
for  participation,  but  not  spectator  fa¬ 
cilities  such  as  stadiums. 

(3)  Centers  for  the  handicapped.  The 
term  “center  for  the  handicapped” 
means  any  single  or  multipurpose  fa¬ 
cility  which  seeks  to  assist  persons 
with  physical,  mental,  developmental 
and/or  emotional  impairments  to 
become  more  functional  members  of 
the  community  by  providing  programs 
or  services  which  may  include,  but  are 
not  limited  to,  recreation,  education, 
health  care,  social  development,  inde¬ 
pendent  living,  physical  rehabilitation 
and  vocational  rehabilitation;  but  ex¬ 
cluding  any  facility  whose  primary 
function  is  to  provide  residential  care 
on  a  24-hour  a  day  basis  (such  as  a 
group  home  or  halfway  house).  For 
example,  a  sheltered  workshop  would 
be  a  single  purpose  center  for  the 
handicapped,  and  a  facility  providing 
several  services  for  the  handicapped 
would  be  a  multipurpose  center  for 
the  handicapped,  both  of  which  are 
eligible  for  assistance. 

(4)  Neighborhood  facilities.  Such  fa¬ 
cilities  may  be  of  either  a  single  pur¬ 
pose  or  multipurpose  nature  and  be 
designed  to  provide  health,  social,  rec¬ 
reational  or  similiar  community  ser¬ 
vices  primarily  for  residents  of  the 
neighborhood  service  area  which  is 
either: 

(i)  A  geographic  location  within  the 
Jurisdiction  of  a  unit  of  general  local 


government  (but  not  the  entire  juris¬ 
diction)  designated  in  comprehensive 
plans,  ordinances  or  other  local  docu¬ 
ments  as  a  neighborhood  or.  in  a  new 
community  as  defined  in  §  570.403(a), 
a  neighborhood,  village  or  similar  geo¬ 
graphical  designation;  or 

(ii)  An  entire  unit  of  general  local 
government  or  a  new  community  as 
defined  in  §  570.403(a)  which  is  under 
25,000  population,  with  the  exception 
of  a  facility  which  is  designed  solely  as 
a  communitywide  facility  in  a  new 
community  with  a  currently  projected 
population  in  excess  of  25,000. 

(5)  Solid  waste  disposal  facilities, 
which  are  defined  as  those  physical 
parts  of  solid  waste  management  sys¬ 
tems  commencing  at  and  including  the 
site  or  sites  at  which  publicly  or  pri¬ 
vately  owned  collection  vehicles  dis¬ 
charge  municipal  solid  wastes, 
through  the  point  of  ultimate  disposal 
including  necessary  site  improvements 
and  conveying  systems,  including  ap¬ 
propriate  fixed  and  movable  equip¬ 
ment  including  vehicular  containers 
used  after  the  first  stage  of  disposal  at 
transfer  stations,  but  not  including 
the  final  collections,  (i)  Such  facilities 
or  equipment  must  be  l(x:ated  in  or 
serve  areas  where  other  activities  in¬ 
cluded  in  the  Community  Develop¬ 
ment  program  are  being  carried  out, 
such  as  a  NSA.  (ii)  Equipment  and  ap¬ 
purtenances  used  in  the  initial  collec¬ 
tion  of  solid  waste  are  not  included 
among  those  solid  waste  disposal  fa¬ 
cilities  eligible  for  assistance  under 
this  Part. 

(6)  Fire  protection  facilities  and 
equipment  Such  facilities  and  equip¬ 
ment  must  be  located  in  or  serve  areas 
where  other  activities  included  in  the 
Community  Development  Program  are 
being  carried  out,  such  as  a  NSA. 

(i)  Fire  protection  facilities  are  de¬ 
fined  as  the  land  and  necessary  im¬ 
provements  thereto  which  are  neces¬ 
sary  for  properly  housing  and  storing 
fire  protection  equipment  and  person¬ 
nel  by  a  fire  protection  organization, 
but  not  including  fire  fighting  schools 
and  their  appurtenances. 

(ii)  Fire  protection  equipment  is  de¬ 
fined  as  the  appropriate  equipment 
and  apparatus  which  a  fire  protection 
organization  requires  for  carrying  out 
a  program  for  protecting  property  and 
maintaining  the  safety  and  welfare  of 
the  public,  including  emergency  medi¬ 
cal  aid,  from  the  dangers  of  fire. 

(7)  Parking  facilities.  Such  facilities 
must  be  located  in  or  serve  areas 
where  other  activities  included  in  the 
Community  Development  Program  are 
being  carried  out,  such  as  a  NSA, 

(8)  Public  utilities,  other  than  water 
and  sewer,  which  include: 

(i)  Facilities  necessary  for  distribu¬ 
tion  of  the  utility  (but  not  production 
or  generation,  such  as  electrical  gen¬ 
eration  plants); 

(ii)  Buildings  and  improvements  that 
are  an  integral  part  of  the  utility  and 
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are  of  such  a  nature  that  the  utility 
will  not  function  without  them;  and 

(iii)  The  placing  underground  of  ex¬ 
isting  or  new  distribution  facilities. 
Further  information  regarding  the  eli¬ 
gibility  of  assistance  to  privately 
owned  utilities  is  set  forth  in 
$570,201(1). 

(9)  Street  improvements.  Streets, 
street  lights,  traffic  signals,  signs, 
street  furniture,  trees,  bridges,  cul¬ 
verts  causeways,  curbs,  gutters, 
sidewalks,  and  other  normal  appurte¬ 
nances  to  streets  and  structures  facili¬ 
tating  the  passage  on.  or  usage  of, 
streets,  but  excluding  expressways  and 
other  limited  access  ways  and  their  ap¬ 
purtenances. 

(10)  Water  and  sewer  facilities,  in¬ 
cluding  storm  sewers,  except  for 
sewage  treatment  works  and  intercep¬ 
tor  sewers  which  are  described  as  in 
§  570.206(a)(6).  The  term  “storm 
sewers”  means  sewers  or  other  con¬ 
duits,  open  or  closed,  or  their  appurte¬ 
nances  which  collect,  transport  and 
dispose  of  storm  waters,  surface  water, 
street  wash,  other  wash  and  ground 
water  or  drainage  into  an  existing 
water  course,  but  excluding  domestic 
waste  water  and  commercial  and  in¬ 
dustrial  wastes. 

(11)  Foundations  and  platforms  for 
air  rights  sites. 

(12)  Pedestrian  malls  and  walkways. 

(13)  Flood  and  drainage  facilities,  in 
cases  where  assistance  for  such  facili¬ 
ties  has  been  determined  to  be  un¬ 
available  under  other  Federal  laws  or 
programs  pursuant  to  the  provisions 
of  §  570.607.  The  term  “flood  and 
drainage  facilities”  means  those  un¬ 
dertakings  designed  to  influence  or 
affect  the  flow  in  a  natural  water 
course  (such  as  a  river,  stream,  lake, 
estuary,  bay,  ocean  or  intermittent 
stream)  and  excludes  storm  sewers. 

(14)  Other  public  facilities  and  im¬ 
provements,  not  listed  in  this  para¬ 
graph.  except  those  described  in 
§§  570.207  (a)(1)  and  (f),  which  are  nec¬ 
essary  and  appropriate  to  the  imple¬ 
mentation  of  the  applicant’s  strategy 
for  neighborhood  revitalization  or 
housing. 

(i)  The  applicant  shall  provide  HUD 
with  a  description  of  the  proposed  fa¬ 
cility  or  improvement  and  the  rela¬ 
tionship  to  applicant’s  strategy  for 
neighborhood  revitalization  or  hous¬ 
ing. 

(ii)  Among  the  factors  HUD  will  take 
into  account  in  authorizing  assistance 
under  this  paragraph  are  the  amount 
of  benefit  to  low-  and  moderate- 
income  persons,  the  degree  of  impact 
on  the  identified  needs  of  the  appli¬ 
cant,  and  the  availability  of  other  Fed¬ 
eral  funds  for  the  activity. 

(d)  Clearance  activities.  Clearance, 
demolition  and  removal  of  buildings 
and  improvements,  including  move¬ 
ment  of  structures  to  other  sites.  De¬ 
molition  of  HUD  assisted  housing 


units  may  be  undertaken  only  with 
the  prior  approval  of  HUD. 

(e)  Public  services.  Provision  of 
public  services  (including  labor,  sup¬ 
plies  and  materials)  which  are  directed 
toward  improving  the  community’s 
public  services  and  facilities,  including 
those  concerned  with  employment, 
crime  prevention,  child  care,  health, 
drug  abuse,  education,  welfare  or  rec¬ 
reational  needs,  and  which  are  direct¬ 
ed  toward  coordinating  public  and  pri¬ 
vate  development  programs.  Such  ser¬ 
vices  may  be  provided  by  State  or  local 
governments,  quasi-public,  private  or 
nonprofit  agencies,  including,  but  not 
limited  to,  HUD-approved  counseling 
agencies,  selected  by  the  applicant  for 
funds  provided  under  this  Part.  In 
order  to  be  eligible  for  block  grant  as¬ 
sistance.  public  services  must  meet 
each  of  the  following  criteria: 

(1)  Public  services  are  to  be  provided 
for  residents  of  neighborhood  strategy 
areas  in  which  block  grant  assisted 
physical  development  activities  are 
being  carried  out  in  a  concentrated 
manner.  Such  public  services  may  be 
supported  with  block  grant  funds 
during  the  period  which  block  grant 
assisted  physical  development  activi¬ 
ties  are  being  carried  out  in  a  concen¬ 
trated  manner,  and  may  be  continued 
for  no  more  than  three  years  after  the 
completion  of  such  physical  develop¬ 
ment  activities.  For  the  purpose  of 
this  paragraph: 

(1)  Physical  development  activities 
include  only  those  described  in 
$570,201  (a)  through  (d),  (f)  through 
(h).  and  (k),  and  §570.202  through 
§  570.203. 

(ii)  The  phrase  “concentrated 
manner”  shall  mean  that  the  block 
grant  assisted  physical  development 
activities  are  being  carried  out  within 
an  area  in  a  coordinated  manner  to 
serve  a  common  objective  or  purpose 
pursuant  to  a  locally  developed  plan  or 
strategy. 

(2)  Such  services  must  be  directed 
toward  meeting  the  needs  of  residents 
of  such  areas.  Block  grant  assistance 
may  incidentally  be  provided  for  such 
services  only  for  those  who  are  not 
residents  of  areas  of  concentrated 
physical  development. 

(3)  A  public  service  must  be  either  (i) 
a  new  service,  or  (ii)  a  quantifiable  in¬ 
crease  in  the  level  of  a  service  above 
that  which  has  been  provided  by  or  in 
behalf  of  the  applicant  from  local  rev¬ 
enue  sources  or  State  funds  received 
by  the  applicant  in  the  twelve  calen¬ 
dar  months  prior  to  submission  of  the 
block  grant  application.  (An  exception 
to  this  requirement  with  regard  to 
State-funded  services  may  be  made  if 
HUD  determines  that  the  decrease  in 
the  level  of  a  service  was  the  result  of 
events  not  within  the  control  of  the 
applicant.) 

(4)  Federal  assistance  in  providing  or 
securing  such  public  services  must 


have  been  applied  for  and  denied  or 
not  made  available  pursuant  to  the 
provisions  of  §  570.607. 

(5)  Public  services  must  be  deter¬ 
mined  by  the  applicant  to  be  necessary 
or  appropriate  to  support  the  physical 
development  activities  to  be  carried 
out  within  Neighborhood  Strategy 
Areas.  For  example,  the  provision  of 
job  training  for  area  residents  working 
on  neighborhood  revitalization  pro¬ 
jects  would  be  appropriate  to  support 
a  concentration  of  block  grant  assisted 
physical  development  activities  being 
carried  out  in  the  area,  (i)  The  specific 
determination  of  support  for  each  pro¬ 
posed  public  service  is  not  required  to 
be  included  in  the  application,  but  the 
applicant  must  briefly  describe  the  re¬ 
lationship  of  the  public  service  to  the 
physical  development  activities,  (ii) 
HUD  will  accept  the  applicant’s  deter¬ 
mination  that  a  public  service  is  neces¬ 
sary  and  appropriate  to  support  the 
physical  development  activities  unless 
there  is  substantial  evidence  to  the 
contrary,  in  which  case  additional  in¬ 
formation  or  assurances  may  be  re¬ 
quested  from  the  applicant  prior  to  a 
determination  of  eligibility. 

(f)  Interim  assistance.  Interim  assis¬ 
tance  to  alleviate  harmful  conditions 
where  immediate  public  action  is  de¬ 
termined  by  the  applicant  to  be  neces¬ 
sary. 

(1)  The  following  activities  may  be 
undertaken  as  a  prelude  to  more  com¬ 
prehensive  treatment  in  areas  where 
activities  included  in  the  Community 
Development  Program  are  to  be  car¬ 
ried  out.  such  as  an  NSA,  in  order  to 
hold  the  area  from  further  deteriora¬ 
tion  during  the  interim  period: 

(1)  The  repairing  of  streets, 
sidewalks,  parks,  playgrounds,  publicly 
owned  utilities  and  public  buildings; 

(ii)  The  improvement  of  private 
properties  to  the  extent  necessary  to 
eliminate  immediate  dangers  to  public 
health,  safety  or  welfare; 

(iii)  The  establishment  of  temporary 
public  playgrounds  on  vacant  land; 
and 

(iv)  The  execution  of  special  gar¬ 
bage.  trash,  and  debris  removal,  in¬ 
cluding  neighborhood  clean  up  cam¬ 
paigns,  but  not  the  regular  curbside 
collection  of  garbage  or  trash  in  an 
area, 

(2)  The  following  activities  may  be 
imdertaken  to  the  extent  necessary  to 
alleviate  emergency  conditions  threat¬ 
ening  the  public  health  and  safety  in 
areas  where  the  chief  executive  officer 
of  the  applicant  determines  that  an 
imminent  threat  to  the  public  health 
and  safety  exists  requiring  immediate 
resolution  of  emergency  conditions: 

(i)  the  improvement  of  private  prop¬ 
erties; 

(ii)  the  repair  of  streets,  sidewalks, 
utilities,  and  other  public  facilities  and 
improvements;  and 

(iii)  the  removal  of  trash  and  debris, 
unsafe  structures,  clearance  of  streets 
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including  snow  removal,  and  other 
similar  activities. 

The  chief  executive  officer,  or  his 
designee,  shall  notify  the  appropriate 
HUD  Area  Office  within  seven  days  of 
determining  that  a  situation  exists 
which  poses  an  imminent  threat  to  the 
public  health  and  safety  and  that 
block  grant  funds  will  be  used  to  alle¬ 
viate  the  emergency  conditions. 

(g)  Payment  of  the  non-Federal  share 
required  in  connection  with  a  Federal 
grant-in-aid  program  undertaken  as 
part  of  the  block  grant  activities.  Pro- 
vided.  That  such  payment  shall  be 
limited  to  activities  otherwise  eligible 
under  this  subpart. 

(h)  Urban  renewal  completion.  Pay¬ 
ment  of  the  cost  of  completing  an 
urban  renewal  project  funded  under 
Title  I  of  the  Housing  Act  of  1949  as 
amended.  Further  information  regard¬ 
ing  the  eligibility  of  such  costs  is  set 
forth  in  §570.801. 

(i)  Relocation.  Relocation  payments 
and  assistance  for  individuals,  families, 
businesses,  nonprofit  organizations, 
and  farm  operations  displaced  by  ac¬ 
tivities  assisted  under  this  Part.  F\ir- 
ther  information  regarding  the  eligi¬ 
bility  of  relocation  costs  is  set  forth  in 
§  570.602. 

(j)  Loss  of  rental  income.  Payments 
to  housing  owners  for  losses  of  rental 
income  Incurred  in  holding  for  tempo¬ 
rary  periods  housing  units  to  be  uti¬ 
lized  for  the  relocation  of  individuals 
and  families  displaced  by  program  ac¬ 
tivities  assisted  under  this  Part. 

(k)  Removal  of  architectural  bar¬ 
riers.  Special  projects  directed  to  the 
removal  of  material  and  architectural 
barriers  which  restrict  the  mobility 
and  accessibility  of  elderly  or  handi¬ 
capped  persons  to  publicly  owned  and 
privately  owned  buildings,  facilities, 
and  improvements.  Further  informa¬ 
tion  regarding  the  removal  of  architec¬ 
tural  barriers  is  available  in  publica¬ 
tion  ANSI  A117.1-1961  (R.  1971)  of  the 
American  National  Standards  Insti¬ 
tute,  Inc. 

(l)  Privately  owned  utilities.  Acquisi¬ 
tion,  construction,  reconstruction,  re- 
habilitiation,  or  installation  of  distri¬ 
bution  facilities  and  lines  of  privately 
owned  utilities  where  necessary  and 
appropriate  to  implement  the  appli¬ 
cant’s  strategy  for  neighborhood  revi¬ 
talization  or  housing.  Activities  may 
include  the  placing  underground  of 
new  or  existing  distribution  facilities. 

(1)  The  applicant  shall  provide  HUD 
with  a  description  of  the  proposed  ac¬ 
tivity  and  the  relationship  to  the  ap¬ 
plicant’s  strategy  for  neighborhood  re¬ 
vitalization  or  housing. 

(2)  Among  the  factors  HUD  will  take 
into  account  in  authorizing  such  ac¬ 
tivities  are: 

(i)  The  degree  of  benefit  to  low-  and 
moderate-income  persons; 

(ii)  The  degree  of  impact  on  the  in- 
dentified  needs  of  the  applicant;  and 
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(iii)  'The  availability  of  other  Federal 
funds  for  the  activity. 

§  570.202  Eligible  rehabilitation  and  pres¬ 
ervation  activities. 

Grant  assistance  may  be  used  for 
the  following  activities  for  the  reha¬ 
bilitation  of  buildings  and  improve¬ 
ments: 

(a)  Rehabilitation  of  public  residen¬ 
tial  structures.  Rehabilitation  of  pub¬ 
licly  owned  or  acquired  properties  for 
use  or  resale  in  the  provision  of  hous¬ 
ing.  including: 

(1)  Permanent  housing  units,  both 
single  family  and  multifamily,  for 
rental  or  sale;  and 

(2)  Residential  facilities,  including 
group  homes,  halfway  houses,  and 
emergency  shelters.  For  example,  a 
group  home  for  the  handicapped  or  a 
temporary  shelter  for  battered  w'omen 
may  be  provided  through  acquisition 
and  rehabilitation  of  properties  for 
those  purposes. 

(b)  Public  housing  modernization. 
Modernization  and  modernization 
planning  of  publicly-owned  low-income 
housing  (excluding,  the  new  construc¬ 
tion  of  office  facilities  for  such  public 
housing). 

(N.B.  block  grant  funds  may  also  be  pro¬ 
vided  by  an  applicant  to  a  public  housing 
agency  to  be  used  for  otherwise  eligible  ac¬ 
tivities,  e.g.,  public  services  such  as  security 
and  day  care  meeting  the  requirements  of 
§S70.201(e)  and  planning  and  policy-plan- 
ning-management  activities  under  §570.205 
related  to  public  housing  improvements.) 

(c)  Rehabilitation  of  private  proper¬ 
ties.  Block  grant  assistance  may  be 
used  for  the  rehabilitation  of  privately 
owned  properties.  Assistance  may  con¬ 
sist  of: 

(1)  Acquisition  for  the  purpose  of  re¬ 
habilitation.  Block  grant  funds  may 
be  used  to  assist  private  entities,  in¬ 
cluding  those  organized  for  profit  and 
on  a  not-for-profit  basis  to  acquire,  for 
the  purpose  of  rehabilitation,  and  re¬ 
habilitate  prop>erties  for  use  or  resale 
in  the  provision  of  housing  which, 
upon  completion  of  rehabilitation,  at  a 
minimum  will  meet  the  Section  8  Ex¬ 
isting  Housing  Quality  Standards  set 
forth  in  24  CFR  §  882.109,  including: 

(1)  Permanent  housing  units,  both 
single  family  and  multifamily,  for 
rental  or  sale;  and 

(ii)  Residential  facilities,  including 
group  homes,  halfway  houses,  and 
emergency  shelters; 

(2)  Rehabilitation  financing.  Block 
grant  funds  may  be  used  to  finance 
the  rehabilitation  of  privately  owned 
residential,  non-residential  (excluding 
industrial  properties),  and  mixed  use 
properties  either  within  areas  where 
activities  included  in  the  Community 
Development  Program  are  being  car¬ 
ried  out,  such  as  a  NSA,  or  on  a  spot 
basis  throughout  the  jurisdiction  of 
tfie  applicant  for  low-  and  moderate- 
income  persons.  Block  grant  funds 
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may  be  used  directly  to  finance  reha¬ 
bilitation,  including  settlement  costs, 
through  the  direct  use  of  block  grant 
funds  in  the  provision  of  assistance, 
such  as  grants,  loans,  loan  guarantees 
and  interest  supplements,  for: 

(i)  Costs  of  rehabilitation  of  proper¬ 
ties,  including,  repair  directed  toward 
cure  of  an  accumulation  of  items  of 
deferred  maintenance,  replacement  of 
principal  fixtures  and  components  of 
existing  structures,  and  renovation 
through  alteration,  additions  to.  or  en¬ 
hancement  of  existing  structures, 
which  may  be  undertaken  singly,  or  in 
combination; 

(ii)  Refinancing  existing  indebted¬ 
ness  secured  by  a  property  being  reha¬ 
bilitated  if  such  refinancing  is  neces¬ 
sary  or  appropriate  to  the  execution  of 
a  Community  Development  Program; 

(iii)  Measures  to  increase  the  effi¬ 
cient  use  of  energy  in  structures 
through  such  means  as  installation  of 
storm  windows  and  doors,  siding,  wall 
and  attic  insulation,  and  conversion, 
modification  or  replacement  of  heat¬ 
ing  and  cooling  equipment,  including 
the  use  of  solar  energy  equipment; 

(iv)  Financing  of  costs  associated 
with  the  connection  of  residential 
structures  to  water  distribution  lines 
or  local  sewer  collection  lines;  or 

(V)  Costs  of  initial  homeowner  war¬ 
ranty  premiums  for  rehabilitation  car¬ 
ried  out  with  block  grant  assistance. 

(3)  Materials.  Block  grant  funds  may 
be  used  to  provide  materials,  including 
tools,  for  use  in  the  rehabilitation  of 
properties  either  by  the  property 
owner  or  tenant,  or  where  arrange¬ 
ments  have  been  made  for  the  provi¬ 
sion  of  labor,  such  as  through  a  CETA 
grant. 

(d)  Temporary  relocation  assistance. 
Block  grant  funds  may  be  used  for 
temporary  relocation  payments  and 
assistance  to  individuals,  families, 
businesses,  non-profit  organizations, 
and  farm  operations  displaced  tempo¬ 
rarily  by  rehabilitation  activities  as¬ 
sisted  under  this  part.  Further  infor¬ 
mation  regarding  the  eligibility  of  re¬ 
location  costs  is  set  forth  in  §  570.602. 

(e)  Code  enforcement.  Code  enforce¬ 
ment  in  areas  where  activities  included 
in  the  Community  Development  Pro¬ 
gram  are  being  carried  out,  such  as  an 
NSA.  which  is  deteriorating  or  deterio¬ 
rated  in  which  such  enforcement  to¬ 
gether  with  public  improvements,  re¬ 
habilitation  assistance,  and  services  to 
be  provided,  may  be  expected  to  arrest 
the  decline  of  the  area. 

(f)  Historic  preservation.  Rehabilita¬ 
tion.  preservation,  restoration  and  ac¬ 
quisition  of  historic  properties,  either 
publicly  or  privately  owned,  which  are 
those  sites  or  structures  that  are 
either  listed  in  or  eligible  to  be  listed 
in  the  National  Register  of  Historic 
Places,  listed  in  a  State  or  local  Inven¬ 
tory  of  Historic  Places,  or  designated 
as  a  State  or  local  land  mark  or  histor- 
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ic  district  by  appropriate  law  or  ordi¬ 
nance. 

Publicly  owned  historic  properties 
may  be  assisted,  including  those  prop¬ 
erties  which  are  otherwise  ineligible 
for  assistance  under  this  subpart. 
However,  eligibility  Is  limited  only  to 
those  costs  necessary  for  rehabilita¬ 
tion,  preservation  or  restoration  of  the 
property  and  not  for  conversion  or  ex¬ 
pansion  of  the  property  for  any  ineli¬ 
gible  use.  For  example,  a  city  museum 
serving  low-  and  moderate-income  per¬ 
sons.  and  listed  in  the  National  Regis¬ 
ter  may  be  restored,  but  the  addition 
of  a  new  wing  on  the  museum  could 
not  normally  be  assisted,  unless  it 
were  otherwise  eligible  for  assistance 
pursuant  to  §  570.203(b). 

§  570.203  Eligible  economic  development 
activities. 

Grant  assistance  may  be  provided 
for  the  following  development  activi¬ 
ties  which  are  not  otherwise  eligible 
for  block  grant  assistance,  which  are 
directed  toward  the  alleviation  of 
physical  and  economic  distress,  or  the 
economic  development  of  a  new  com¬ 
munity  as  described  in  §  570.403(a) 
through  stimulation  of  private  invest¬ 
ment  commtinity  revitalization,  and 
expansion  of  economic  opportunities 
for  low-  and  moderate-income  persons, 
and  handicapped  persons,  and  which 
are  necessary  and  appropriate  to  im¬ 
plement  the  applicant’s  strategy  for 
economic  development. 

The  applicant  shall  provide  HUD 
with  a  description  of  the  activity,  and 
of  the  relationship  to  the  applicant’s 
strategy  for  economic  development.  In 
authorizing  activities.  HUD  will  take 
into  account  the  amoimt  of  long-term 
employment  to  be  generated  by  the 
activity  accessible  to  low-  and  moder¬ 
ate-income  persons,  the  necessity  of 
the  activity  to  stimulate  private  in¬ 
vestment,  the  degree  of  impact  on  the 
economic  conditions  of  the  applicant, 
and  the  availability  of  other  Federal 
funds. 

(a)  Acquisition.  Acquisition  of  real 
property  for  economic  development 
purposes; 

(b)  Public  facilities  and  improve¬ 
ments.  Acquisition,  construction,  re¬ 
construction,  rehabilitation,  or  instal¬ 
lation  of  public  facilities  and  improve¬ 
ments  not  otherwise  eligible  for  assis¬ 
tance.  except  buildings  and  facilities 
for  the  general  conduct  of  government 
which  are  excluded  by  §  570.207(a)(1). 

For  example,  in  an  area  with  an  un¬ 
employment  rate  in  excess  of  the  na¬ 
tional  rate,  a  manpower  training 
center  which  is  designed  to  prepare  for 
the  work  force  low-  and  moderate- 
income  persons  who  are  unemployed 
or  underemployed,  may  be  assisted 
where  it  is  determined  by  the  appli¬ 
cant  that  such  a  facility  is  necessary 
and  appropriate  to  support  its  eco¬ 
nomic  development  strategy. 


(c)  Commercial  and  industrial  facili¬ 
ties.  Acquisition,  construction,  recon¬ 
struction.  rehabilitation  or  installation 
of: 

(1)  Commercial  or  industrial  build¬ 
ings  and  structures,  including: 

(1)  Purchase  of  equipment  and  fix¬ 
tures  which  are  part  of  the  real  estate, 
but  not  personal  property;  and 

(ii)  Energy  conservation  improve¬ 
ments  designed  to  encourage  the  effi¬ 
cient  use  of  energy  resources  (includ¬ 
ing  renewable  energy  resources  or  al¬ 
ternative  energy  resources): 

(2)  Commercial  or  industrial  real 
property  improvements  (including  rail¬ 
road  spurs  or  similar  extensions). 

§  570.204  Eligible  activities  by  private 
nonprofit  entities,  neighborhood-based 
nonprofit  organizations,  local  develop¬ 
ment  corporations,  or  small  business 
investment  companies. 

(a)  General.  Grant  assistance  may  be 
used  by  applicants  to  provide  block 
grant  funds  for  activities  designed  to 
implement  the  applicant’s  strategies 
for  economic  development  and  neigh¬ 
borhood  revitalization  set  forth  in  this 
section  to  be  carried  out  by  a  private 
nonproft  entity,  a  neighborhood-based 
nonprofit  organization,  local  develop¬ 
ment  corporation,  or  Small  Business 
Investment  Company  (SBIC).  (1)  Ap¬ 
plicant  Responsibilities.  Applicants 
are  nonetheless  responsible  for  ensur¬ 
ing  that  block  grant  funds  are  utilized 
by  such  entities  in  a  manner  consis¬ 
tent  with  the  requirements  of  this 
Part  and  other  applicable  Federal, 
State,  or  local  law.  Specific  require¬ 
ments  governing  the  administration  of 
the  use  of  block  grant  funds  by  such 
entities  are  set  forth  in  §570.612.  Ap¬ 
plicants  will  also  be  responsible  for  the 
carrying  out  of  applicable  environmen¬ 
tal  review  and  clearance  responsibil¬ 
ities. 

(2)  Eligible  Entities.  Entities  eligible 
to  receive  block  grant  funds  under  this 
section  are;  (i)  A  private  non-profit 
entity  which  is  any  organization,  cor¬ 
poration,  or  association,  duly  orga¬ 
nized  to  promote  and  undertake  com¬ 
munity  development  activities  on  a 
not-for-profit  basis,  including  new 
community  associations  as  defined  in 
§  570.403(b): 

(ii)  A  neighborhood-based  nonprofit 
organization  which  is  an  association  or 
corporation,  duly  organized  to  pro¬ 
mote  and  undertake  community  devel¬ 
opment  activities  on  a  not-for-profit 
basis  within  a  neighborhood  as  de¬ 
fined  pursuant  to  §  570.201(cK4).  An 
organization  is  considered  to  be  neigh¬ 
borhood-based  if  the  majority  of 
either  its  membership,  clientele,  or 
governing  body  are  residents  of  the 
neighborhood  where  activities  assisted 
with  block  grant  funds  are  to  be  car¬ 
ried  out; 

(iii)  A  Small  Business  Investment 
Company  (SBIC)  which  is  an  entity 


organized  pursuant  to  section  301(d) 
of  the  Small  Business  Investment  Act 
of  1958  (15  U.S.C.  681(d)),  including 
those  which  are  profit  making;  and 

(iv)  A  local  development  corporation 
which  is  an  entity  organized  pursuant 
to  Title  VII  of  the  Headstart,  Econom¬ 
ic  Opportunity,  and  Community  Part¬ 
nership  Act  of  1974  (42  U.S.C-.2981); 
an  entity  eligible  for  assistance  under 
section  502  of  the  Small  Business  In¬ 
vestment  Act  of  1958  (15  U.S.C.  696),  a 
State  development  entity  eligible  for 
assistance  under  section  501  of  the 
Small  Business  Investment  Act  of  1958 
(15  U.S.C.  695),  or  other  similar  entity 
incorporated  pursuant  to  Federal. 
State,  or  local  law. 

(b)  Activities  eligible  under 
%%  570.201-S70.203,  and  %  570.205  and 
§  570.206.  Grant  assistance  may  be  pro¬ 
vided  by  an  applicant  to  be  utilized  by 
private  nonprofit  entities,  neighbor¬ 
hood-based  nonprofit  organizations, 
SBIC’s,  or  local  development  corpora¬ 
tions  for  activities  otherwise  eligible 
for  block  grant  assistance  pursuant  to 
§§570.201-570.203,  §570.205,  and 
§  570.206.  Where  such  entities  use 
block  grant  funds  to  acquire  title  to  fa¬ 
cilities.  including  those  described  in 
§  570.201(c)  or  §  570.203(b).  they  shall 
be  operated  so  as  to  be  open  for  use  by 
the  general  public  during  all  normal 
hours  of  operation.  Reasonable  fees 
may  be  charged  for  the  use  of  facili¬ 
ties  acquired  by  such  entities,  but 
charges,  such  as  excessive  membership 
fees,  which  will  have  the  effect  of  pre¬ 
cluding  low-  and  moderate-income  per¬ 
sons  from  using  the  facilities  are  not 
permitted. 

(c)  Community  economic  develop¬ 
ment  or  neighborhood  revitalization 
activities.  Grant  assistance  may  be 
provided  by  an  applicant  to  be  used  by 
neighborhood-based  nonprofit  organi¬ 
zations.  SBIC’s  or  local  development 
corporations,  but  not  private  nonprofit 
entities  as  defined  in  §  570.204(a)(2)(i), 
for  community  economic  development 
or  neighborhood  revitalization  activi¬ 
ties  which  are  not  otherwise  eligible 
for  assistance  under  this  subpart  and 
which  are  determined  by  the  applicant 
to  be  necessary  or  appropriate  to  the 
accomplishment  of  its  Community  De¬ 
velopment  Program.  Such  activities 
may  include  the  provision  of  block 
grant  assistance  for  use  by  neighbor¬ 
hood-based  nonprofit  organizations, 
SBIC,  or  local  development  corpora¬ 
tions  for: 

(1)  Assistance  through  grants,  loans, 
guarantees,  interest  supplements,  or 
technical  assistance  to  new  or  existing 
small  businesses,  minority  businesses 
and  neighborhood  nonprofit  business¬ 
es  for 

(1)  Working  capital  or  operational 
funds;  and 

(ii)  Capital  for  land,  structures, 
property  improvements,  and  fixtures; 

(2)  Capitalization  of  a  SBIC  or  local 
development  corporation  required  to 
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qualify  for  assistance  under  oilier  Fed¬ 
eral  programs; 

(3)  Assistance  to  minority  contrac¬ 
tors  to  obtain  performance  bonding;  or 

(4)  Other  activities,  excluding  those 
described  as  ineligible  for  block  grant 
assistance  in  §§  570.207(a)(1)  and  (e), 
appropriate  for  community  economic 
development  or  neighborhood  revital¬ 
ization.  Where  an  applicant  proposes 
to  fund  such  entities  to  undertake  ac¬ 
tivities  pursuant  to  this  paragraph, 
the  applicant  shall; 

(i)  Provide  HUD  with  a  complete  de¬ 
scription  of  the  proposed  activity; 

(ii)  Provide  HUD  with  a  description 
of  the  relationship  of  the  proposed  ac¬ 
tivity  to  the  applicant’s  strategy  for 
neighborhood  revitalization  or  econ- 
mic  development;  and 

(ill)  Receive  specific  authorization 
from  HUD  to  undertake  the  activity. 

§  570.205  Eligible  planning,  and  urban  en¬ 
vironmental  design  costs. 

Grant  assistance  may  be  used  for 
the'following  planning,  design,  and  en¬ 
vironmental  costs: 

(a)  Development  of  a  Comprehensive 
Community  Development  Plan.  For 
the  purpose  of  this  section,  the  term 
“Comprehensive  Community  Develop¬ 
ment  Plan”  means  a  statement  or 
statements  (in  words,  maps,  illustra¬ 
tions  or  other  methods  of  communica¬ 
tion)  which  identify  the  present  condi¬ 
tions,  needs  and  major  problems  of  the 
applicant’s  jurisdiction  relating  to  the 
specific  objectives  of  the  Community 
Development  Program  as  set  forth  in 
§  570.2(a)  and  set  forth  objectives,  poli¬ 
cies  and  standards  to  guide  the  devel¬ 
opment  and  implementation  of  such 
Community  Development  Program. 
Activities  necessary  to  develop  a  Com¬ 
prehensive  Community  Development 
Plan  may  include; 

(1)  Data  gathering  and  studies  nec¬ 
essary  for  the  development  of  the 
Plan  or  its  components,  including  the 
production  of  base  mapping  and  aerial 
photography  in  coordination  with  the 
U.S.  Geological  Siu-vey,  and  gathering 
information  from  citizens,  but  exclud¬ 
ing  the  gathering  of  detailed  data  and 
preparing  of  analyses  necessary  for 
the  engineering  and  design  of  facilities 
or  activities  ineligible  for  block  grant 
assistance  pursuant  to  §  570.207; 

(2)  Development  of  statements  of  ob¬ 
jectives,  policies  and  standards  regard¬ 
ing  proposed  or  forseeable  changes  in 
the  present  conditions  or  problems  af¬ 
fecting  the  applicant’s  jurisdiction 
that  are  to  be  addressed  by  the  Com¬ 
munity  Development  Program,  includ¬ 
ing  policies  which  will  affirmatively 
further  fair  housing; 

(3)  Development  of  a  three-year  Com¬ 
munity  Development  Plan  which  iden¬ 
tifies  the  community  development, 
housing,  and  economic  conditions  and 
needs,  demonstrates  a  comprehensive 
strategy  for  meeting  those  needs  and 


specifies  both  short-  and  long-term  ob¬ 
jectives  to  guide  the  applicant’s  Com- 
mimity  Development  Program; 

(4)  Related  planning  and  urban  en¬ 
vironmental  design  acitivities  includ¬ 
ing  the  preparation  of  communitywide 
plans  for  land  use,  housing,  open 
space,  recreation,  utilities,  historic 
preservation,  including  surveys  of  his¬ 
toric  properties,  economic  develop¬ 
ment,  neighborhood  preservation,  re¬ 
moval  of  architectural  barriers  to  the 
elderly  and  handicapped,  and  environ¬ 
mental  assessment; 

(5)  Collection  of  detailed  data,  prep¬ 
aration  of  analyses,  engineering  and 
design  of  facilities  eligible  for  assis¬ 
tance  which  can  be  constructed  with 
block  grant  funds;  and 

(6)  Development  of  codes,  ordinances 
and  regulations,  necessary  for  the  im¬ 
plementation  of  the  plan,  including 
local  fair  housing  ordinances. 

(b)  Development  of  a  policy-plan¬ 
ning-management  capacity  so  that  the 
applicant  may: 

(1)  Set  long-term  and  short-term  ob¬ 
jectives  related  to  the  community  de¬ 
velopment  and  housing  needs  of  its  ju¬ 
risdiction; 

(2)  Devise  programs  and  activities  to 
meet  these  goals  and  objectives; 

(3)  Establish  an  urban  environmen¬ 
tal  design  administrative  capacity  to 
use  a  systematic,  interdisciplinary  ap¬ 
proach  to  the  integrated  use  of  natu¬ 
ral  and  social  sciences  and  environ¬ 
mental  design  arts  in  planning  and  de¬ 
cision  making; 

(4)  Evaluate  the  progress  of  such 
programs  and  activiites  and  the  extent 
to  which  the  goals  and  objectives  have 
been  accomplished;  and 

(5)  Carry  out  the  management,  co¬ 
ordination  and  monitoring  of  the  ac¬ 
tivities  and  programs  that  are  a  part 
of  the  applicant’s  Community  Devel¬ 
opment  Program. 

(c)  Comprehensive  planning  activi¬ 
ties.  In  addition  to  the  planning  activi¬ 
ties  otherwise  eligible  for  assistance 
under  this  section,  assistance  may  be 
also  provided  for  comprehensive  plan¬ 
ning  activities  eligible  for  assistance 
under  the  section  701  planning  assis¬ 
tance  program  pursuant  to  24  CFR 
Part  600  provided  that  such  additional 
planning  activities  are  necessary  or  ap¬ 
propriate  to  meeting  the  needs  and  ob¬ 
jectives  of  the  applicants’  Community 
Development  Program.  The  applicant 
shall  submit  a  description  of  the  activ¬ 
ity  to  HUD.  Among  the  factors  HUD 
will  take  into  account  in-  authorizing 
activities  will  be  the  impact  of  the  ac¬ 
tivity  on  the  needs  and  objectives  iden¬ 
tified  by  the  applicant,  and  the  avail¬ 
ability  of  other  Federal  funds. 

§  570.206  Eligible  Administrative 

Costs. 

Payment  of  reasonable  administra¬ 
tive  costs  and  carrying  charges  related 
to  the  planning  and  execution  of  com¬ 


munity  development  activities  fi¬ 
nanced,  in  whole  or  in  part,  with  funds 
provided  under  this  Part  and  housing 
activities  covered  in  the  applicant’s 
Housing  Assistance  Plan  (HAP).  Costs 
incurred  in  carrying  out  the  program.  i 
whether  charged  to  the  program  on  a 
direct  or  an  indirect  basis,  must  be  in 
conformance  with  the  requirements  of 
Federal  Management  Circular  (FMC) 
74-4,  "Cost  Principles  Applicable  to 
Grants  and  Contracts  with  State  and 
Local  Governments.”  All  items  of  cost 
listed  in  Attachment  B,  Section  C  of 
that  Circular  (except  Item  6,  preagree¬ 
ment  cost,  which  are  eligible  only  to 
the  extent  authorized  in  §570.301(0 
are  allowable  without  prior  approval 
to  the  extent  they  constitute  reason¬ 
able  costs  and  are  otherwise  eligible 
under  this  subpart. 

(a)  Eligible  program  administration 
costs.  Reasonable  administrative  costs 
and  staff  expenses  include  necessary 
expenditures  for  the  following: 

(1)  Salaries,  wages  and  related  costs 
of  the  applicant’s  staff  and  the  staff  of 
local  public  agencies  engaged  in  carry¬ 
ing  out  the  program: 

(2)  Travel  costs  incurred  for  official 
business  in  carrying  out  the  program; 

(3)  Administrative  services  per¬ 
formed  under  third-party  contracts  or 
agreements,  including  such  services  as 
general  legal  services,  accounting  ser¬ 
vices  and  audit  services; 

(4)  Other  costs  for  goods  and  ser¬ 
vices  required  for  administration  of 
the  program,  including  such  goods  and 
services  as  rental  and  maintenance  of 
office  space,  insurance,  utilities,  office 
supplies  and  rental  or  purchase  of 
office  equipment; 

(5)  Costs  associated  with  the  admin¬ 
istration  of  individual  program  activi¬ 
ties;  and 

(6)  Reasonable  administrative  costs 
relating  to  the  provision  of  rehabilita¬ 
tion  loans  under  Section  312  of  the 
Housing  Act  of  1964,  as  amended,  and, 
where  appropriate,  administration  of 
an  urban  homesteading  program  pur¬ 
suant  to  section  810  of  the  Housing 
and  Community  Development  Act  of 
1974,  as  amended,  in  accordance  with 
the  Conununity  Development  Pro¬ 
gram  or  housing  assistance  plan. 

(b)  The  provision  of  information 
and  other  resources  to  residents  and 
citizen  organizations  participating  in 
the  planning,  implementation,  or  as¬ 
sessment  of  activities  being  carried  out 
with  block  grant  funds.  This  may  in¬ 
clude  assistance  to  neighborhood  orga¬ 
nizations  in  areas  of  concentrated  ac¬ 
tivities  or  to  city-wide  organizations 
conducting  training  or  other  activities 
designed  to  increase  the  capability  of 
low-  and  moderate-income  persons  to 
be  involved  effectively  in  the  develop¬ 
ment  and  planning  and  design  of  a 
community  development  program  con¬ 
sistent  with  the  applicable  citizen  par¬ 
ticipation  requirements  set  forth  in 
this  Part, 
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(c)  Provision  affair  housing  counsel¬ 
ing  services  and  other  activities  de¬ 
signed  to  further  the  fair  housing  pro¬ 
visions  of  §  570.307(k)  and  the  housing 
objective  of  promoting  greater  choice 
of  housing  opportunities  and  avoiding 
undue  concentrations  of  assisted  per¬ 
sons  in  areas  containing  a  high  propor¬ 
tion  of  lower-income  persons.  For  ex¬ 
ample.  activities  may  include  inform¬ 
ing  members  of  minority  groups,  and 
the  handicapped,  of  housing  opportu¬ 
nities  in  non-traditional  neighbor¬ 
hoods  and  providing  information 
about  such  areas,  and  assisting  mem¬ 
bers  of  minority  groups,  and  the 
handicapped,  through  provision  of 
escort  services  to  brokers  offices  in 
non-traditional  neighborhoods. 

(d)  Provision  of  assistance  to  facili¬ 
tate  performance  and  payment  bond¬ 
ing  necessary  for  contractors  carrying 
out  activities  assisted  with  block  grant 
funds  including,  payment  of  bond  pre¬ 
miums  in  behalf  of  contractors. 

(e)  Property  management  Reason¬ 
able  costs  of  managing  properties  ac¬ 
quired  with  block  grant  funds. 

(f)  Applications  for  Federal  pro¬ 
grams,  including  the  block  grant  pro¬ 
gram  and  UDAG  program,  may  be  pre¬ 
pared  with  block  grant  funds  where 
necessary  and  appropriate  to  imple¬ 
ment  the  applicant’s  comprehensive 
strategy  for  community  development. 
Special  provisions  regarding  letter  to 
proceed  for  small  city  applicants  are 
contained  in  Subpart  P. 

(g)  Activities  to  facilitate  the  imple¬ 
mentation  of  a  housing  assistance 
plan  for  necessary  expenses,  prior  to 
construction,  in  planning  and  obtain¬ 
ing  financing  for  the  new  construction 
or  substantial  rehabilitation  of  hous¬ 
ing  for  lower-income  persons.  Activi¬ 
ties  may  include: 

(1)  The  costs  of  conducting  prelimi¬ 
nary  surveys  and  analyses  of  market 
needs; 

(2)  Site  and  utility  plans,  narrative 
descriptions  of  the  proposed  construc¬ 
tion.  preliminary  cost  estimates,  urban 
design  documentation,  and  “sketch 
drawings,”  but  excluding  architectur¬ 
al.  engineering,  and  other  details  ordi¬ 
narily  required  for  construction  pur¬ 
poses.  such  as  structural,  electrical, 
plumbing,  and  mechanical  details; 

(3)  Reasonable  costs  associated  with 
development  of  applications  for  mort¬ 
gage  and  insured  loan  commitments, 
including  commitment  fees,  and  of  ap¬ 
plications  and  proposals  under  the 
Section  8  housing  assistance  pajnnents 
program  pursuant  to  24  CFR  Parts 
880-883;  and 

(4)  Fees  associated  with  processing 
of  applications  for  mortgage  and  in¬ 
sured  loan  commitments  under  pro¬ 
grams  including  those  administered  by 
HUD.  Farmers  Home  Administration 
(FmHA),  Federal  National  Mortgage 
Association  (FNMA),  and  the  Govern¬ 
ment  National  Mortgage  Association 
(GNMA). 


The  new  construction  or  direct  fi¬ 
nancing  of  new  construction  of  hous¬ 
ing  is  not  eligible  for  assistance  under 
this  Part,  except  as  described  in 
§  570.207(f). 

(h)  Environmental  Studies.  The  rea¬ 
sonable  costs  of  environmental  studies, 
including  historic  preservation  clear¬ 
ances.  necessary  to  comply  with  24 
CFR  Part  58,  including  project  specific 
environmental  assessments  and  cl<;ar- 
ances  for  activities  eligible  for  assis¬ 
tance  under  this  Part. 

§  570.207  Ineligible  artivities. 

The  following  is  a  list  of  activities 
which  are  ineligible  for  block  grant  as¬ 
sistance  under  most  circumstances  and 
serves  as  a  general  guide  regarding  in¬ 
eligible  activities.  There  are  several 
authorities  set  forth  in  Subpart  C 
which  would  permit  activities  cited  in 
this  section  to  be  undertaken  with 
block  grant  funds.  When  an  activity 
used  as  an  example  in  this  section 
meets  the  requirements  for  eligibility 
pursuant  to  Subpart  C,  such  an  activ¬ 
ity  may  be  assisted  with  block  grant 
funds  even  though  it  is  used  as  an  ex¬ 
ample  of  an  ineligible  activity.  The  list 
of  examples  of  ineligible  activities  is 
merely  illustrative  and  does  not  consti¬ 
tute  a  list  of  all  ineligible  activities: 

(a)  Public  works,  facilities  and  site 
or  other  improvements.  The  general 
rule  is  that  public  works,  facilities  and 
site  or  other  improvements  are  ineligi¬ 
ble  to  be  acquired,  constructed,  recon¬ 
structed,  rehabilitated  or  installed 
unless  they  are  eligible  pursuant  to 
§  570.201(c)  or  §  570.203(b).  or  were 
previously  eligible  under  any  of  the 
programs  consolidated  by  the  Act 
(except  the  public  facilities  loan  pro¬ 
gram,  the  model  cities  program,  and  as 
an  urban  renewal  local  grant-in-aid  eli¬ 
gible  under  section  110(d)(3)  of  Hous¬ 
ing  Act  of  1949)  and  cited  in  §  570.1(b). 
Activities  undertaken  to  make  facili¬ 
ties  and  improvements  otherwise  ineli¬ 
gible  for  development  with  block  grant 
assistance  accessible  to  the  elderly  and 
handicapped  through  removal  of  ar¬ 
chitectural  barriers,  or  for  the  pur¬ 
poses  of  historic  preservation  pursuant 
to  §§  570.201(k)  and  570.202(f),  respec¬ 
tively,  are  eligible  for  assistance  with 
block  grant  funds  and  are  not  pre¬ 
cluded  by  this  section.  Where  acquisi¬ 
tion  of  real  property  includes  an  exist¬ 
ing  improvement  which  is  to  be  uti¬ 
lized  in  the  provision  of  an  ineligible 
public  facility,  the  portion  of  the  ac¬ 
quisition  cost  attributable  to  such  im¬ 
provement,  as  well  as  the  cost  of  any 
rehabilitation  or  conversion  undertak¬ 
en  to  adapt  or  make  the  property  suit¬ 
able  for  such  use,  shall  be  ineligible. 
Examples  include  the  following: 

(1)  Buildings  and  facilities  for  the 
general  conduct  of  government  cannot 
be  provided  with  block  grant  assis¬ 
tance,  such  as  city  halls  and  other 
headquarters  of  government  where 


the  governing  body  of  the  recipient 
meets  regularly  and  which  are  pre¬ 
dominantly  used  for  municipal  pur¬ 
poses.  courthouses,  police  stations  and 
other  mimicipal  office  buildings; 

(2)  Other  facilities  and  improve¬ 
ments,  which  may  not  be  provided 
with  block  grant  funds  unless  they  are 
determined  by  HUD  to  be  necessary 
and  appropriate  to  the  implementa¬ 
tion  of  an  applicant’s  strategy  for  com¬ 
munity  development  and  housing  in 
accordance  with  §§  570.201(c)(14)  or 
570.203(b),  include: 

(i)  Facilities  used  for  exhibitions, 
spectator  events  and  cultural  pur¬ 
poses,  including  stadiums,  sports 
arenas,  auditoriums,  concert  halls,  cul¬ 
tural  and  art  centers,  convention  cen¬ 
ters  and  exhibition  halls,  museums, 
central  libraries,  and  similar  facilities. 
For  the  purpose  of  this  paragraph,  li¬ 
braries  (including  central  libraries  in 
units  of  general  l<x;al  government 
under  25,000  population  where  the  cri¬ 
teria  set  forth  in  §  570.201(c)(4)(ii)  are 
satisfied),  cultural,  art  and  museum  fa¬ 
cilities  which  meet  the  requirements 
for  neighborhood  facilities  set  forth  in 
§  570.201(cK4)  are  considered  neigh¬ 
borhood  facilities  and  are  therefore 
eligible  for  assistance. 

(ii)  Schools  and  educational  facili¬ 
ties,  (including  elementary,  secondary, 
college,  and  university  facilities).  For 
the  purpose  of  this  paragraph. 

A  neighborhood  facility,  senior 
center  or  center  for  the  handicapped 
in  which  classes  in  practical  and  voca¬ 
tional  activities  (such  as  first  aid,  ho¬ 
memaking,  crafts,  independent  living, 
etc.)  are  among  the  services  provided 
is  not  considered  as  a  school  or  educa¬ 
tional  facility; 

(iii)  Airports,  subways,  trolley  lines, 
bus  or  other  transit  terminals,  or  sta¬ 
tions,  and  other  transportation  facili¬ 
ties.  (excluding  railroad  spurs  assisted 
pursuant  to  §  570.203(c)). 

(iv)  Hospitals,  nursing  homes  and 
other  medical  facilities.  For  the  pur¬ 
pose  of  this  paragraph,  a  neighbor¬ 
hood  facility,  senior  center,  center  for 
the  handicapped,  which  provide  gener¬ 
al  health  services  is  not  considered  to 
be  a  medical  facility. 

(V)  Treatment  works  for  sewage  or 
industrial  wastes  of  a  liquid  nature, 
consisting  of  the  various  devices  used 
in  the  treatment  of  sewage  and  com¬ 
mercial  and  industrial  wastes  of  a 
liquid  nature,  including  the  necessary 
Interceptor  sewers,  outfall  sewers, 
actual  treatment  facilities,  pumping 
stations,  power  and  other  equipment, 
and  their  appurtenances.  The  term 
“interceptor  sewer”  means  a  line 
which  has  as  its  primary  purpose  the 
diversion  or  transmission  of  sewage 
from  a  collection  system  to  a  treat¬ 
ment  facility,  and  applies  to  the  fol¬ 
lowing: 

(A)  In  those  situations  where  raw  or 
inadequately  treated  sewage  is  being 
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discharged  from  an  existing  public 
sewer,  those  sewer  lines,  whether  grav¬ 
ity  or  force,  and  any  pumping  stations 
or  other  appurtenances  thereto  which 
are  necessary  to  prevent  or  eliminate 
the  discharge  into  any  waterway  of 
raw  or  inadequately  treated  sewage 
from  an  existing  point  or  points  of  dis¬ 
charge  in  a  public  system  are  not  eligi¬ 
ble.  This  includes  any  necessary  pump¬ 
ing  stations,  force  mains  or  other  ap¬ 
purtenances  thereto;  and 

(B)  In  all  other  situations,  the  line 
or  lines  which  divert  the  flow  to  the 
treatment  facility  from  the  point  of 
natural  discharge  of  a  collection 
system,  where  no  treatment  to  be  pro¬ 
vided,  Including  any  necessary  pump¬ 
ing  stations,  force  mains  or  other  ap¬ 
purtenances  are  not  eligible. 

(b)  Purchase  of  equipment  The  pur¬ 
chase  of  equipment  with  block  grant 
funds  is  generally  ineligible. 

(1)  Construction  equipment  The 
purchase  of  construction  equipment  is 
ineligible,  but  compensation  for  the 
use  of  such  equipment  through  leas¬ 
ing.  depreciation  or  use  allowances 
'pursuant  to  Attachment  B  of  OMB 
Circular  A-102  for  an  otherwise  eligi¬ 
ble  activity  is  an  eligible  use  of  block 
grant  funds.  An  exception  is  the  pur¬ 
chase  of  construction  equipment 
which  is  used  as  a  part  of  a  solid  waste 
disposal  facility  which  is  eligible  for 
block  grant  assistance  pursuant  to 
§  570.201(c)(5).  such  as  a  bulldozer 
used  at  a  sanitary  landfill. 

(2)  Furnishings  and  personal  proper¬ 
ty.  The  purchase  of  equipment,  fix¬ 
tures,  motor  vehicles,  or  furnishings  or 
other  personalty  not  an  integral  struc¬ 
tural  fixture  is  ineligible,  except  when 
necessary  for  use  by  a  recipient  or  its 
subgrantees  in  the  administration  of 
its  Community  Development  Program 
pursuant  to  §  570.205(d),  or  as  a  part 
of  a  public  service  pursuant  to 
§  570.201(e). 

(c)  Operating  and  maintenance  ex¬ 
penses.  The  general  rule  is  that  any 
expense  associated  with  operating, 
maintaining  or  repairing  public  facili¬ 
ties  and  works  or  any  expense  associat¬ 
ed  with  providing  public  services  not 
as.sisted  with  block  grant  funds  is  ineli¬ 
gible  for  assistance.  However,  operat¬ 
ing  and  maintenance  expenses  associ¬ 
ated  with  providing  public  services  or 
interim  assistance  otherwise  eligible 
for  assistance  under  this  Part  may  be 
assisted.  For  example,  the  cost  of  a 
public  service  being  operated  with 
block  grant  funds  in  a  neighborhood 
facility  may  include  reasonable  ex¬ 
penses  associated  with  operating  the 
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public  service  within  the  facility,  in¬ 
cluding  costs  of  rent,  utilities  and 
maintenance. 

Examples  of  activities  which  are  not 
eligible  for  block  grant  assistance  are: 

(1)  Maintenance  and  repair  of 
streets,  parks,  playgrounds,  water  and 
sewer  facilities,  neighborhood  facili¬ 
ties,  senior  centers,  centers  for  the 
handicapped,  parking  and  similar 
public  facilities.  Examples  of  mainte¬ 
nance  and  repair  activities  for  which 
block  grant  funds  may  not  be  used  in¬ 
clude  the  filling  of  pot  holes  in  streets, 
repairing  of  cracks  in  sidewalks,  the 
mowing  of  recreational  areas,  and  the 
replacement  of  expended  street  light 
bulbs. 

(2)  Payment  of  salaries  for  staff, 
utility  costs  and  similar  expenses  nec¬ 
essary  for  the  operation  of  public 
works  and  facilities;  and 

(3)  Expenses  associated  with  provi¬ 
sion  of  any  public  service  which  is  not 
eligible  for  assistance  pursuant  to 
§  570.201(e). 

(d)  General  government  expenses. 
Expenses  required  to  carry  out  the 
regular  responsibilities  of  the  unit  of 
general  local  government  are  not  eligi¬ 
ble  for  assistance  under  this  part.  Ex¬ 
amples  include  all  ordinary  general 
government  expenditures  not  related 
to  the  Community  Development  Pro¬ 
gram  and  not  related  to  activities  eligri* 
ble  under  this  subpart. 

(e)  Political  activities.  No  expendi¬ 
ture  may  be  made  for  the  use  of  equip¬ 
ment  or  premises  for  political  pur¬ 
poses,  sponsoring  or  conducting  candi¬ 
dates’  meetings,  engaging  in  voter  reg¬ 
istration  activity  or  voter  transporta¬ 
tion  or  other  partisan  political  activi¬ 
ties. 

(f)  New  housing  construction.  Assis¬ 
tance  may  not  be  used  for  the  con¬ 
struction  of  new  permanent  residen¬ 
tial  structures  or  for  any  program  to 
subsidize  or  finance  such  new  con¬ 
struction,  except  as  provided  under 
the  last  resort  housing  provisions  set 
forth  in  24  CPR  Part  43,  or  pursuant 
to  §  570.204(c)(4).  For  the  purpose  of 
this  paragraph,  activities  in  support  of 
the  development  of  low-  or  moderate- 
income  housing  in  accordance  with  an 
approved  Housing  Assistance  Plan  in¬ 
cluding  clearance,  site  assemblage, 
provision  of  site  and  provision  of 
public  improvements  and  certain  hous¬ 
ing  preconstruction  costs  set  forth  in 
§  570.205(d)(7).  are  not  considered  as 
programs  to  subsidize  or  finance  new 
residential  construction. 

(g)  Income  payments.  The  general 
rule  is  that  assistance  shall  not  be 
used  for  income  payments  for  housing 
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or  any  other  purpose.  Examples  of  in¬ 
eligible  income  payments  include  the 
following:  payments  for  income  main¬ 
tenance.  housing  allowances,  down 
payments  and  mortgage  subsidies. 

III.  Conforming  changes  are  made  to 
part  570  as  follows; 

§570.403  [Amended] 

1.  In  §  570.403(h),  the  reference  to 
“§  570.200(a)”  is  changed  to 
”§570.201(0(4).” 

§570.405  [Amended] 

2.  In  §  570.405(b),  the  reference  to 
“§  570.200”  is  changed  to  "Subpart  C.” 
§570.407  [Amended] 

3.  In  §  570.407(d),  the  reference  to 
"§  570.200”  is  changed  to  "Subpart  C.” 

§570.512  [Amended] 

4.  In  §  570.512(e),  the  reference  to 
“§  570.200”  is  changed  to  “Subpart  C.” 

§570.601  [Amended] 

5.  In  §  570.601(b)(4Kiii),  the  refer¬ 
ence  to  “§  570.200”  is  changed  to  “Sub¬ 
part  C.” 

§570.607  [Amended] 

6.  In  §  570.607,  the  references  to 

“§  507.200(a)(8),”  "§  570.200(b).”  and 
“§  570.200(a)(2)”  are  changed  to 
“§  570.201(e).”  “§  570.200(c),”  and 

“§  570.201(c)(13),”  respectively. 

§  570.801  [Amended] 

7.  In  §  570.801(b)(l)(ii).  the  refer¬ 
ences  to  “§570.200”  are  changed  to 
“Subpart  C.” 

§570.907  [Amended] 

8.  In  §  570.907(h),  the  references  to 
“§  570.200(a)(8)”  and  “§  570.200(a)(2)” 
are  changed  to  “§  570.201(e)”  and 
“§  570.201(cK13),”  respectively. 

§  570.909  [Amended] 

9.  In  § 570.909(f)(l)(i),  the  reference 
to  “§  570.200”  is  changed  to  "Subpart 
C.” 

(Title  I,  Housing  and  Conununity  Develop¬ 
ment  Act  of  1974  (42  U.S.C.  5301  et  seq.Y, 
Title  I,  Housing  and  Conununity  Develop¬ 
ment  Act  of  1977  (Pub.  L.  95-128);  and  sec. 
7(d).  Department  of  Housing  and  Urban  De¬ 
velopment  Act  (42  U.S.C.  3535(d)).) 

Issued  at  Washington,  D.C.,  Febru¬ 
ary  21. 1978. 

Robert  C.  Embry,  Jr.. 
Assistant  Secretary  for  Commu¬ 
nity  Planning  and  Develop¬ 
ment 
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